UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

______________________________________________________________ X
Inre : Chapter 9
CITY OF DETROIT, MICHIGAN, : Case No. 13-53846
Debtor. Hon. Steven W. Rhodes
______________________________________________________________ X

CORRECTED MOTION OF CREDITORS
FOR ENTRY OF AN ORDER PURSUANT TO SECTION 105(a)
OF THE BANKRUPTCY CODE DIRECTING THE DEBTOR TO COOPERATE
WITH INTERESTED PARTIES SEEKING TO CONDUCT DUE DILIGENCE
ON THE ART COLLECTION HOUSED AT THE DETROIT INSTITUTE OF ARTS

The Creditors® hereby submit this motion (the “Motion”) for entry of an order?

pursuant to section 105(a) of title 11 of the United States Code (the “Bankruptcy Code”)?

directing the City of Detroit, Michigan (the “City” or the “Debtor”), the debtor in the above-

captioned case (the “Chapter 9 Case”), to cooperate with certain interested parties seeking to

conduct due diligence on the art collection of the City housed at the Detroit Institute of Arts (the

“Art”). In support of this Motion, the Creditors respectfully represent as follows:

! Financial Guaranty Insurance Company (“EGIC”), Syncora Guarantee Inc. and Syncora Capital
Assurance Inc. (“Syncora”), Hypothekenbank Frankfurt AG, Hypothekenbank Frankfurt International
S.A., and Erste Européische Pfandbrief- und Kommunalkreditbank Aktiengesellschaft in Luxemburg
S.A., Michigan Council 25 of the American Federation of State, County and Municipal Employees, AFL-
CIO and Sub-Chapter 98, City of Detroit Retirees, Wilmington Trust Company, National Association, as
Successor Trustee and Successor Contract Administrator, Dexia Crédit Local, Dexia Holdings, Inc. and
FMS-WM Service, solely in its capacity as servicer for FMS Wertmanagement, join this Motion.

2 Pursuant to Rule 9014-1(b)(1) of the Local Rules of the Bankruptcy Court for the Eastern District of
Michigan (the “Local Rules”), a copy of the proposed form of order granting this Motion is attached
hereto as Exhibit 1.

% Unless otherwise specified, all section references are to sections of the Bankruptcy Code.
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Preliminary Statement

1. Over four months ago, the Creditors sought relief from this Court to
establish a collaborative process by which an ad hoc committee of interested parties could work
with the City to develop strategies for monetizing the Art. Having been denied that relief, but
still fearing that the City would not take steps to market test the value of the Art and would not
explore potential value-maximization alternatives for treating this significant asset, the Creditors
were compelled to do the work needed to insure a transparent value-maximization process.
Specifically, Houlihan Lokey (“Houlihan”), financial advisor to FGIC, engaged in an extensive
process to collect publicly-available information about the Art, develop a catalogue of such
information, and contact and share this catalogue with numerous parties potentially interested in
entering into a transaction with respect to the Art. (Spencer Decl. 11 9-11.)* The result of these
efforts over the past several months: four preliminary indications of interest offering up to
$2 billion for the Art (the “Proposals™). (Id. at §12.)

2. It should come as no surprise to the City that the Art could generate such
substantial value. Indeed, in the Amended Disclosure Statement with Respect to Amended Plan
for the Adjustment of Debts of the City of Detroit, dated March 31, 2014 [Docket No. 3382] (the

“Disclosure Statement” or “DS”), the City notes that the Art “has been described as one of the

top six art collections in the United States.” (DS § VII.A.5(a).) Yet, as part of the Amended
Plan for the Adjustment of Debts of the City of Detroit, dated March 31, 2014 [Docket No. 3380]

(the “Plan”), the City seeks approval of the DIA Settlement,® pursuant to which the City will

* Declaration of Stephen Spencer in Support of the Motion, filed contemporaneously herewith (herein
after, the “Spencer Decl.”).

> Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the
Disclosure Statement.
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irrevocably transfer the Art to DIA Corp. in exchange for long-term contributions having a net
present value of less than $300 million.

3. The City and its advisors should not be willing to accept the obviously
below-market DIA Settlement in the face of the Proposals without providing the Interested
Parties (defined below) a full and fair opportunity to develop, finalize and present binding
commitments. And the law demands that the City do so. The City has an obligation under the
Bankruptcy Code and applicable law to maximize the value of its assets in order to make a
reasonable effort to pay creditors what they can reasonably expect under the circumstances, and
to demonstrate that any settlement or other transaction providing for monetization of the Art is
reasonable. The Proposals present the City with a variety of options, some of which involve
maintaining all, or a substantial portion, of the Art at the Detroit Institute of Arts (the “DIA”).
(Spencer Decl. 1 12-13.) In fact, one Proposal contemplates the sale of only 0.2% of the Art for
$896 million to $1.473 billion. (1d.) Another Proposal contemplates a $2 billion non-recourse
loan to the City secured by the Art; this loan option would allow all of the Art to remain at the
DIA and the City to service the loan using contributions from the Foundations, DIA Corp. and/or
the State, as currently contemplated by the so-called “Grand Bargain”. (ld.) In order to confirm
a plan of adjustment, the applicable legal standards dictate that the City at least give the
Proposals serious consideration. Further, any binding commitments that result from the
Proposals will be an invaluable benchmark for the Court in its assessment of the reasonableness
of the consideration the City would receive pursuant to the DIA Settlement — an assessment the
City invited and consented to by including the DIA Settlement as a central component of the

Plan.
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4, In order to finalize their assessments of the value of the Art (or a subset
thereof) and develop the Proposals into binding offers, the Interested Parties need to conduct a
thorough diligence process, involving the review of not only the Art itself but also certain
documentation regarding the collection. (Id. at { 13, 15.) This requires the immediate
cooperation of the City and its advisors. The analysis will be complex and time consuming. In
order to permit this process to play out in advance of confirmation, the City and its advisors must
engage with the Interested Parties now.

Jurisdiction

5. This Court has jurisdiction to consider this matter pursuant to 28 U.S.C.
88 157 and 1334. This is a core proceeding pursuant to 28 U.S.C. § 157(b). Venue is proper
before this Court pursuant to 28 U.S.C. 8§ 1408 and 1409.

Factual Background

6. As this Court is aware, and as set forth in the Disclosure Statement, the
Art is housed at the DIA. (DS 8 VII.LA.5(a).) As of the Petition Date, the Art collection
consisted of approximately 65,000 works, of which the City admits to owning a “significant
portion.” (I1d.)® The City received the initial part of the collection pursuant to an asset transfer in
1919, and then expanded the collection thereafter pursuant to City purchases and donations. (ld.)
Many of the collection’s most notable pieces were purchased by the City between 1922 and
1930. (Id.)

7. In its June 14, 2013 Proposal for Creditors, the City listed the Art in a
“Realization of Value of Assets” section, and committed “to the fullest extent possible under all

of the circumstances . . . [to] [m]aximize recoveries for creditors . . . [and] [g]enerate value from

® Many interested parties submit that the City owns the entire collection, but this issue is not before the
Court at this time.
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City assets where it is appropriate to do so.” Thereafter, however, the City provided creditors
with little information regarding what steps, if any, the City was taking or would take to explore
options to monetize the Art in a manner that maximized value.

8. On November 26, 2013, the Creditors filed the Motion of Creditors for
Entry of an Order Pursuant to Section 105(a) of the Bankruptcy Code Appointing and Directing
the Debtor to Cooperate with a Committee of Creditors and Interested Persons to Assess the Art
Collection of the Detroit Institute of Arts Based on Arms-Length Market Transactions to

Establish a Benchmark Valuation [Docket No. 1833] (the “Art Committee Motion”), seeking

an order of the Court directing the City to form and cooperate with an ad hoc committee to
develop a process to consider a wide range of potential options to monetize the Art based on
arms-length transactions. By Order dated January 22, 2014, the Court denied the Art Committee
Motion.

0. Meanwhile, the City engaged Christie’s to appraise a portion of the Art
consisting of only those works that were either purchased entirely or in part by City funds (the

“Appraised Art”). (DS § VIII.LK.6(a).) On December 3, 2013, Christie’s issued a preliminary

report, estimating the value of the Appraised Art (which, at the time, consisted of 2,781 (4%) of
the 65,000 works of Art in the DIA’s collection) to be between $452 million and $866 million.
(Id.) Christie’s final report, issued on December 17, 2013, estimated that the value of the
Appraised Art (which ultimately consisted of 2,773 (still 4%) of the 65,000 pieces of Art) is
between $454 million and $867 million. (1d.)

10. Knowing that the Art likely would generate significant value for the City
and its creditors, but questioning the scope of the City’s appraisal efforts, not knowing exactly

what the City’s intentions were for dealing with this asset, and faced with the City stonewalling
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creditors’ reasonable requests for additional information regarding the Art, certain of the
Creditors through Houlihan decided to conduct an independent assessment of potential
alternative market transactions. (Spencer Decl. § 10.) As the City repeatedly proved unwilling
to provide creditors with information regarding the Art,” Houlihan focused its efforts on an
independent review of publicly-available information. (Id. at 19.) By October 29, 2013,
Houlihan had made significant progress in its research, and was able to put together a list of
approximately 327 pieces of Art that Houlihan believed to be of significant or high value (the

“Masterworks List”). (Id. at §11.) OnJanuary 15, 2014, in order to develop a greater

understanding of the potential value of the Art collection as a whole, and assess market interest
in potential transactions involving the Art, Houlihan shared the Masterworks List with over 30
parties. (Id.) Within a few days, over 20 parties expressed interest. (Id.) In mid-March 2014,
Houlihan distributed to 19 interested parties a more detailed Catalogue of Information

Concerning Artwork Housed at the Detroit Institute of Arts (the “Catalogue”), attached to the

" To date, the City has failed to provide a valuation of the remaining 96% of the Art, or information that
would allow creditors to conduct their own such valuation, despite repeated requests from FGIC and other
creditors. On June 21, 2013, Houlihan submitted an initial diligence list to the City, requesting certain
information regarding the Art. On July 9, 2013, Houlihan followed up with a verbal request that the City
conduct a valuation of the entire Art collection. After receiving no response to its initial requests, on July
30, 2013, Houlihan submitted a revised diligence request list to the City, seeking additional information
about the Art. On August 27, 2013, Houlihan followed up on its verbal request and formally requested
that the City conduct a valuation of the entire Art collection. On October 8, 2013, Houlihan, along with
advisors for certain COPs-holders and Syncora, re-submitted its diligence list to the City, and
supplemented the list with additional requests related to the value and ownership of the Art. At the
hearing to consider approval of the Art Committee Motion, counsel for the City promised to cooperate
with the movants’ information requests. Hr’g Tr. Jan. 22, 2014 at 9: 15-18 (“we will cooperate with the
information requests that people have with respect to the art and with respect to issues relating to the art,
period, end of story”). Yet, although the City has taken some initial steps to cooperate with creditors
regarding the form, substance and cost of producing certain documents responsive to creditors’
information requests, the City has yet to provide any of the information Houlihan has been requesting
since last June. (Spencer Decl. §7.) Similarly, creditors’ requests for information from the DIA remain
unfulfilled.
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Spencer Declaration as Exhibit B, and invited such parties to submit indications of interest in
acquiring or monetizing all or part of the Art collection on or before April 4, 2014. (1d.)®

11. In response, Houlihan received the four Proposals, each of which
demonstrates that the Art is worth many multiples more than the City would receive pursuant to

the DIA Settlement:

e Catalyst Acquisitions, LLC/Marc Bell Capital Partners, LLC (“Catalyst”) submitted a
non-binding indication of interest in purchasing the entire Art collection for $1.75
billion.

e Art Capital Group, LLC (“Art Capital”) submitted a non-binding term sheet, offering to
provide the City with an exit facility of up to $2 billion, secured by the entire Art
collection.

e Poly International Auction Co., Ltd. (“Poly International™), on behalf of a client,
submitted a non-binding indication of interest in purchasing all Chinese works in the Art
collection for up to $1 billion.

¢ Yuan Management Hong Kong Limited (“Yuan Capital”), on behalf of certain
investment funds, submitted a non-binding indication of interest in purchasing 116 pieces
of the Art for $895 million to $1.473 billion. (Id. at § 12.)

A further summary of the terms of each of the Proposals is set forth in Exhibit A to the Spencer
Declaration. It is notable that, beyond the formal Proposals, Houlihan received a significant
number of verbal expressions of interest by other parties unable or unwilling to provide written
indications of interest by the April 4, 2014 deadline; nonetheless, such parties expressed that they
are highly interested in pursuing a potential Art transaction with the City, should the City show a
willingness to engage directly with them in a good faith process to explore transactional

opportunities with respect to the Art. (Id. at § 14.)

® The Catalogue made clear that neither Houlihan nor FGIC owns the Art or has the authority to sell or
offer to sell it. In distributing the Catalogue, Houlihan was merely facilitating the development of
indications of interest for the purpose of ultimately proposing transactions to the City that could generate
more value than the transaction contemplated by the Plan. The Catalogue made clear that, ultimately, the
City has the authority to decide whether or not to pursue any such transaction. Given these limitations,
the Proposals may not fully reflect the market’s interest in acquiring or monetizing the Art.
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12. Catalyst, Art Capital, Poly International, and Yuan Capital (collectively,

the “Interested Parties”) have all indicated that, in order to finalize their assessments of the

value of the Art (or a subset thereof), they need to conduct a thorough diligence process. (Id. at
114.) This requires the immediate cooperation of the City and its advisors. (1d.) Pursuant to the
Proposals, the diligence process will involve an analysis of certain documentation regarding any
restrictions on the transfer of the Art,” as well as the Art itself. (Id.) The relief requested is
necessary to ensure that the Interested Parties will have timely access, not only to such
documentation, but to the physical pieces of Art as well. (Id.) Neither the City nor the creditors
can afford to wait until later in the Plan confirmation process to permit the Interested Parties to
begin their diligence.

13. As mentioned above, as part of the Plan, the City is seeking approval of
the DIA Settlement, pursuant to which the City will irrevocably transfer the Art to DIA Corp., in
exchange for contributions to the Retirement Systems from (i) twelve charitable foundations and
other entities (the “Foundations”), in the amount of $366 million and (ii) DIA Corp., in the
amount of $100 million, for a total of $466 million. (DS 8§ IV.E.) In addition, pursuant to the
State Contribution Agreement, the State has agreed to contribute $350 million for the benefit of
Holders of Pension Claims (subject to certain approvals and other conditions that have not yet
been obtained or fulfilled), for a total of $816 million. (DS § IV.D.) While the City touts this

$816 million figure in promoting the so-called “Grand Bargain,” the benefit the City would

° On June 13, 2013, the Attorney General of the State of Michigan issued Attorney General Opinion
Number 7272 (the “AG Opinion™), concluding that “the Art is held by the City in a charitable trust for
the people of Michigan, and no piece in the collection may thus be sold, conveyed, or transferred to
satisfy City debtor or obligations.” The Creditors believe that the AG Opinion is not supported by the law
or the facts for multiple reasons. However, given that the Motion only requests that the Court direct the
City to cooperate with certain parties seeking to conduct due diligence with respect to the Art, and not to
actually sell, convey or transfer any assets, the Motion does not address the AG Opinion.
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actually receive in exchange for transferring the Art is significantly less. See e.g. Ferretti,
Christine, Orr vows Detroit will help retirees understand bankruptcy plan, The Detroit News,

Apr. 7, 2014 available at http://www.detroitnews.com/article/20140407/METRO01/304070109/.

First, $816 million is a nominal amount, which is misleading and overstated. Taking into
account that each of the contributions would be made over a twenty-year period, the net present
value of each contribution (using a 5% discount rate) is: (i) $233.7 million from the
Foundations, (ii) $63.8 million from DIA Corp. and (iii) $223.5 million from the State, for a total
of approximately $521 million. (Spencer Decl. § 17.) In addition, it is unclear how, if at all, the
State’s contribution relates to the transfer of the Art. Although, the Disclosure Statement
indicates that the State’s contribution is “in support of the DIA Settlement,” it also makes clear
that the State is providing the contribution “in exchange for certain releases to be contained in
the Plan,” not in exchange for the transfer of the Art. (DS 8§ VIII.K.6(b).) Accordingly,
disregarding the State’s contribution, the City would receive only approximately $300 million
pursuant to the DIA Settlement, which, based on the Proposals, is significantly below the lowest
point in the range of reasonableness. (Spencer Decl. § 18.)

14.  The only evidence the City has offered thus far with respect to the value of
the Art is the appraisal conducted by Christie’s. As noted above, pursuant to its final report,
Christie’s estimated that the value of the Appraised Art (which ultimately consisted of 2,773
(4%) of the 65,000 pieces of Art) was between $454 million and $867 million. (DS
8 VIILLK.6(a).) Thus, the $300 million the City would receive pursuant to the DIA Settlement for
the entire Art collection is substantially below the low end of Christie’s range of the estimated

value of only 4% of the Art.
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Relief Requested

15. By this Motion, the Creditors respectfully seek entry of an order, a form of

which is attached hereto as Exhibit 1 (the “Order”), directing the City to cooperate with the

Interested Parties so that the Interested Parties can conduct due diligence on the Art in order to
develop firm bids for the City to consider.

Basis for Relief Requested

16. Pursuant to section 105(a), “[t]he court may issue any order, process, or
judgment that is necessary or appropriate to carry out the provisions of this title.”'° The
Creditors respectfully submit that, in light of the centrality of the Art to the City’s proposed Plan,
and the expedited nature of the Plan confirmation schedule set forth in the Scheduling Order,™
the relief requested herein is necessary and appropriate.

17. The Proposals present alternative potential transactions for the Art that
could generate value far in excess of that to be received pursuant to the DIA Settlement.
Providing the Interested Parties with the access and information necessary to complete their
diligence to develop the Proposals into formal bids will benefit the City by providing it with
flexible and valuable options for maximizing the value of the Art.

18. Moreover, the City must pursue such alternative strategies now, in order to
be able to comply with the confirmation requirements set forth in section 943(b) of the
Bankruptcy Code within the timeframe set forth in the Scheduling Order. Specifically, in order

to meet the “best interests of creditors” requirement set forth in section 943(b)(7) and the “fair

1% pyrsuant to section 103(f) of the Bankruptcy Code, chapter 1, including section 105(a), applies in
chapter 9 cases.

" Third Amended Order Establishing Procedures, Deadlines and Hearing Dates Relating to the Debtor’s
Plan of Adjustment [Docket No. 3632] (the “Scheduling Order”).
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and equitable” test set forth in section 1129(b)(1) (made applicable in chapter 9 by section
901(a)), which require the City to make a reasonable effort to pay creditors what they can
reasonably expect under the circumstances, the City must prove that it has thoroughly analyzed
alternatives and is pursuing a strategy that maximizes the value of the Art, a valuable, non-core
asset of the City, to enhance creditor recoveries. Further, as the City has elected to seek the
Court’s approval of the DIA Settlement, pursuant to the legal standards governing court approval
of bankruptcy settlements in the Sixth Circuit, the City must demonstrate that the settlement,
including the consideration the City would receive in exchange for the transfer of the Art, is fair,
equitable and reasonable. The City can only make the judgment that the settlement and
consideration are reasonable if it has first considered all other viable strategies for monetizing
this important asset.

19.  Without evaluating the arms-length market transactions set forth in the
Proposals, the City simply cannot satisfy these standards. Thus, directing the City to cooperate
with the Interested Parties now minimizes the real risk that, come July, the City will be back at
square one in terms of developing a Plan that appropriately maximizes the value of the Art in
accordance with the chapter 9 confirmation requirements. Accordingly, the Creditors
respectfully submit that the relief requested is necessary and appropriate and falls within the
Court’s broad equitable authority under section 105(a) of the Bankruptcy Code. See In re Mitan,
573 F.3d 237, 246 (6th Cir. 2009) (noting “the broad grant of equitable power to bankruptcy
courts found within Section 105(a)”).
. The Relief Requested Will Provide the City the Option

to Pursue Alternative Transactions with Respect to the
Art within the Timeframe Set Forth in the Scheduling Order

20.  The Proposals put into question whether the DIA Settlement significantly

undervalues the Art. While the City would receive only $300 million pursuant to the DIA
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Settlement, the transactions contemplated by the Proposals could generate as much as
$895 million to $2 billion, which represents $595 million to $1.7 billion of incremental value.
At the very least, the mere existence of alternative proposals demonstrates there is real interest in
the Art, allowing for maximization of value. Accordingly, the Creditors respectfully submit that
the City should, and in fact (pursuant to the chapter 9 plan confirmation standards described in
greater detail below) has an obligation to, seriously consider the Proposals.

21. The potential transactions described in the Proposals provide the City with
a variety of options to consider, ranging from an outright sale of the entire Art collection for
$1.75 billion, to a sale of only a portion of the Art (i.e. 116 pieces, or 0.2%) for $896 million to
$1.473 billion, or a sale of all Chinese works for up to $1 billion. The latter two proposals would
allow the City to retain a substantial portion of the Art at the DIA (99.8% of the total collection,
in the event that only 116 pieces are sold) for the use and enjoyment of its citizens.
Alternatively, Art Capital’s Indication of Interest contemplates using the Art as collateral for a
$2 billion non-recourse loan to the City, which would allow the entire Art collection to remain at
the DIA. The City could use the proceeds of the loan to make the contributions to the
Retirement Systems it currently proposes to fund pursuant to the DIA Settlement, and to enhance
recoveries to unsecured creditors. To the extent the Foundations, DIA Corp. and/or the State are
willing to make payments to “protect” the Art, such payments could be used to service the loan,
to ensure the City retains the collateral. In the event the City does not have sufficient funds from
such third parties, the City could sell select pieces of the Art to repay the loan. Thus, Art
Capital’s proposed transaction gives the City an option to maximize the value of the Art to

enhance creditor recoveries (as required by the chapter 9 plan confirmation requirements
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discussed below), while maintaining the DIA as a culturally relevant institution and relying on
funding commitments from third parties, as currently contemplated by the DIA Settlement.

22. It would be imprudent and irresponsible to simply ignore these proposals.
The relief requested is necessary to ensure that the City has the opportunity to explore the
alternative transactions presented by the Proposals within the timeframe set forth in the
Scheduling Order. Given that the Scheduling Order provides for the Plan confirmation trial to
begin in approximately three months, the Interested Parties need immediate access to the Art and
related documentation so that they can complete their due diligence and develop binding offers
without slowing down the Plan confirmation process. Accordingly, the relief requested is
necessary and appropriate at this juncture.

1. To Meet Several of the Chapter 9 Plan Confirmation Requirements,
the City Must Prove that the Plan Maximizes the Value of the Art

23.  Asset forth in greater detail below, the City’s ability to meet its burden of
proof with respect to several of the chapter 9 plan confirmation requirements'? hinges on its
ability to demonstrate that it has investigated and is pursuing a strategy that maximizes the value
of the Art. Specifically, this issue arises in connection with: (i) the requirement that the Plan be
in the best interests of creditors; (ii) the requirement that the Plan be “fair and equitable” to
dissenting classes of creditors; and (iii) the requirement that the compromises and settlements

contemplated by the Plan be fair, equitable and reasonable.

12 A municipal debtor “bears the burden of satisfying the confirmation requirements of § 943(b) by a
preponderance of the evidence.” Pierce Cnty. Hous. Auth., 414 B.R. 702, 715 (Bankr. W.D. Wash. 2009)
citing In re Mount Carbon Metro. Dist. 242 B.R. 18, 31 (Bankr. D. Col. 1999).
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A The *“Best Interests of Creditors” and
“Fair and Equitable” Tests in Chapter 9

24. Section 943(b)(7) provides that “[t]he court shall confirm [a chapter 9 plan
of adjustment] if . . . the plan is in the best interests of creditors . ..” 11 U.S.C. § 943(b)(7).
Courts have construed the section 943(b)(7) as setting a “floor requiring a reasonable effort at
payment of creditors by the municipal debtor.” Pierce Cnty., 414 B.R. at 718 citing Mount
Carbon Metro. Dist 242 B.R. at 34; 6-943 Collier on Bankruptcy 1 943.03 (“A plan that makes
little or no effort to repay creditors over a reasonable time may not be in the best interest of
creditors.”). In order to make a reasonable effort to repay creditors within the meaning of the
“best interests of creditors” requirement, a municipal debtor must maximize the value of its
primary, non-core assets to enhance creditor recoveries. See e.g. In re Barnwell Cnty. Hosp., 471
B.R. 849, 869 (Bankr. D. S.C. 2012) (finding that a chapter 9 plan is in the best interests of
creditors where “the Plan affords all creditors the potential for the greatest economic return from
Debtor’s assets”); In re Bamberg Cnty. Mem’l Hosp., 2012 WL 1890259 (Bankr. D.S.C. May 23,
2012) (same); In re Connector 2000 Ass’n, Inc., 447 B.R. 752, 765-66 (Bankr. D.S.C. 2011)
(same); Senate Report No. 95-989, 95th Cong., 2d Sess. 113 (1978) (“[c]reditors must be
provided, under the plan, the going concern value of their claims. The going concern value . . . is
intended to provide more of a return to creditors than the liquidation value if the city’s assets
could be liquidated like those of a private corporation”); see also Fano v. NewPort Heights
Irrigation Dist., 114 F.2d 563, 566 (9th Cir. 1940) (holding that a chapter 9 plan failed the “best
interest of creditors” test where the debtor (i) owned “assets in value many times the
indebtedness, all in most excellent physical and almost new condition” and (ii) failed to make a
“sufficient showing that [its] taxing power was inadequate to raise the taxes to pay” prepetition

claims).
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25.  Assuming there will be at least one impaired class of creditors that rejects
the Plan, pursuant to sections 1129(b)(2) (made applicable in chapter 9 by section 901) and
943(b)(1) (which requires the plan to comply with the provisions of the Bankruptcy Code made
applicable by section 901), the City will also be required to prove that the Plan is “fair and
equitable, with respect to each class of claims . . . that is impaired under, and has not accepted
the plan.” 11 U.S.C. 8 1129(b)(2). Similar to the best interests test, a chapter 9 plan is “fair and
equitable” if it provides creditors “all that they can reasonably expect in the circumstances.” 6-
943 Collier on Bankruptcy 1 943.03(2)(f)(i)[B]; see also W. Coast Life Ins. Co. v. Merced
Irrigation Dist., 114 F.2d 654, 679 (9th Cir. 1940) (finding that the creditors’ recovery was fair
and equitable where it was “all that could reasonably be expected in all the existing
circumstances”). Creditors reasonably expect a municipal debtor to maximize the value of its
primary, non-core assets to enhance creditor recoveries.

26. In this case, one of the City’s most valuable assets is the Art.
Accordingly, consistent with the caselaw cited above, in order to comply with the best interests
of creditors and fair and equitable tests, the City must undertake reasonable efforts to analyze,
develop and pursue a strategy to maximize the value of the Art to repay creditors. This means, at
the very least, providing the Interested Parties with the opportunity to complete diligence on an
expedited basis in order to formulate bids for the City’s consideration. Notably, the Creditors are
not arguing that the best interests of creditors and fair and equitable tests require the City to
monetize all of its assets to enhance creditor recoveries, at the expense of the City’s ability to
provide essential services to its citizens. However, where, as here, a municipal debtor possesses
a valuable asset that is not essential to its delivery of core services that ensure the health, safety

or welfare of its citizens, in order to make a reasonable effort to repay creditors within the
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meaning the “best interests of creditors” test, and provide creditors what they can reasonably
expect under the circumstances within the meaning of the “fair and equitable” test, the debtor
must maximize the value of that asset.™

B. The Requirement that Bankruptcy Settlements be Reasonable

217, Pursuant to section 1123(b)(3)(A) (made applicable in chapter 9 by
sections 901(a) and 943(b)(1)), a plan “may provide for the settlement or adjustment of any
claim or interest belonging to the debtor.” As the Disclosure Statement recognizes, “[t]he
standards for approving settlements as part of a plan of reorganization are the same as standards
for approving settlements under Fed. R. Bankr. P. 9019.” In re TCI 2 Holdings, LLC, 428 B.R.
117, 135 (Bankr. D. N.J. 2010) citing In re Nutritional Sourcing Corp., 398 B.R. 816, 832
(Bankr. D. Del. 2008); see DS § I11.E.1 (inviting “any entity that opposes the terms of any
compromise and settlement set forth in the Plan” to “challenge such compromise and settlement
prior to Confirmation of the Plan and . . . demonstrate . . . that the subject compromise and
settlement does not meet the standards governing bankruptcy settlements under Bankruptcy Rule
9019 and other applicable law™). In considering approval of a settlement under Bankruptcy Rule
9019, “the bankruptcy court is charged with an affirmative obligation to apprise itself of the
underlying facts and to make an independent judgment as to whether the compromise is fair and

equitable.” In re Mclnerney, 499 B.R. 574, 582 (Bankr. E.D. Mich. 2013) citing Reynolds v.

3 public Act 436, the Local Financial Stability and Choice Act, MCL § 141.1541, et seq. (“PA 436”)

8 12(r) also recognizes a distinction between core assets that affect the services and benefits a City
provides, and surplus assets that do not, in that it restricts the Emergency Manager’s authority to use or
transfer assets of the City in a manner that “endanger[s] the health, safety, or welfare of residents.” In
addition, at least one other state has recognized this distinction in the context of the involuntary
dissolution of one of its municipalities. See Ex Parte City of Mobile, 46 So. 766, 767 (Ala. 1908) (noting
that the state law that revoked the City of Mobile’s charter and provided for its dissolution directed that
“all property of the late municipality not necessary to its governmental operation, etc., should be devoted
to the liquidation . . . of the late city . . .”).
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Comm’r of Internal Revenue, 861 F.2d 469, 473 (6th Cir. 1988). In addition, “the Court is
required to exercise independent judgment regarding the factors relevant to the reasonableness of
the settlement.” Mclnerney, 499 B.R. at 594. In evaluating whether a settlement is fair,
equitable and reasonable, courts in the Sixth Circuit generally consider four factors: (a) the
probability of success in the litigation; (b) the difficulties, if any, to be encountered in the matter
of collection; (c) the complexity of the litigation involved, and the expense, inconvenience and
delay necessarily attending it; (d) the paramount interest of the creditors and a proper deference
to their reasonable views. Mclnerney, 499 B.R. at 582-83 (citations omitted). The City, as the
proponent of the transfer of the Art pursuant to the DIA Settlement, has the burden of
establishing that the settlement, including the consideration the City would receive, is fair,
equitable and reasonable with respect to these considerations. Id. at 583.

28. In order to assess whether the $300 million it would receive for the Art
pursuant to the DIA Settlement is fair, equitable and reasonable, the City must seriously consider
the alternative transactions. This is particularly important now that the City has the Proposals,
which potentially ascribe significantly higher values to the Art. The City must, at a minimum,
cooperate with the Interested Parties to allow them to complete their diligence and review any
resulting binding offers.

I11.  Comparison to Other Potential Arms-Length Transactions Is the
Best Way to Assess Whether the DIA Settlement Maximizes Value

29. The Supreme Court has recognized that market exposure is the best way to
determine value. See Bank of Am. Nat’l Trust and Sav. Ass’n v. 203 N. LaSalle St. P’ship, 526
U.S. 434, 457 (1999) (noting that “[u]nder a plan granting an exclusive right, making no
provision for competing bids or competing plans, any determination that the price was top dollar

would necessarily be made by a judge in bankruptcy court, whereas the best way to determine
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value is exposure to a market”). Consistent with this approach, as a result of exposing publicly-
available information about the Art to the market, Houlihan received four Prospoals that include
initial estimates of the value of the Art (or certain portions thereof) and proposed transactions
with respect thereto. Even if the City takes the absurd position that it does not want to, or cannot
be required to, consider these alternatives, providing the Interested Parties with a full and fair
opportunity to formulate bids is consistent with the City’s obligation to provide broad discovery
to the Creditors and other parties in interest pursuant to Rules 34 and 26(b) of the Federal Rules
of Civil Procedure, made applicable to this chapter 9 case by Bankruptcy Rules 7034 and 9014,
and will benefit this Court and parties in interest by serving as a benchmark, against which they
can evaluate the value and reasonableness of the consideration the City would receive pursuant
to the DIA Settlement.

IV.  The Court Has the Authority to Grant the Relief Requested

30.  The Court has broad authority under section 105(a) to direct the City to
cooperate with the Interested Parties so that they can complete due diligence on the Art, without
running afoul of section 904. Section 904 provides that, “[n]otwithstanding any power of the
court, unless the debtor consents or the plan so provides, the court may not, by any stay, order, or
decree, in the case or otherwise, interfere with . . . any property or revenues of the debtor.” 11
U.S.C. § 904. First, the relief requested merely directs the City to cooperate with the Interested
Parties by facilitating their access to the Art and the related documentation. This is not
tantamount to interfering with the City’s property. While the end result of the City’s cooperation
may result in binding commitments to alternative transactions involving the Art on the part of the
Interested Parties, it will be up to the City to seriously consider any such transactions, or not.

31. In addition, to the extent directing the City to cooperate with the Interested

Parties can be construed as an interference with the City’s property, this would not violate
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section 904 because, by seeking the Court’s approval of the DIA Settlement and including the
DIA Settlement in the Plan, the City has consented to such interference. Importantly, section
904 prohibits the Court’s interference with the City’s property “unless the debtor consents or the
plan so provides.” 11 U.S.C. § 904 (emphasis added). When a chapter 9 debtor seeks court
approval of a compromise or settlement pursuant to a Rule 9019 motion or by including such
agreement as a plan provision, “the municipality ‘consents’ for purposes of § 904 to judicial
interference with the property or revenues of the debtor needed to accomplish the proposed
transaction.” In re City of Stockton, Cal., 486 B.R. 194, 199 (Bankr. E.D. Cal. 2013).
Accordingly, by seeking the Court’s approval of the DIA Settlement, and including the
settlement as a key component of the Plan, the City has consented to the Court’s “interference”
with the Art, to the extent necessary to evaluate and accomplish the proposed transaction. In
order to determine whether the DIA Settlement is fair, equitable and reasonable, as the City is
requesting, it is necessary for the Court to assess the value of the Art. Directing the City to
cooperate with the Interested Parties so they can complete their diligence of the Art in order to
substantiate the estimated values set forth in the Proposals is the best way for the Court to make
this assessment, and is well within its authority.
Notice

32. Notice of this Motion has been given to all parties registered to receive
electronic notices in this matter. The Creditors submit that no other or further notice need be
provided.

Statement of Concurrence Sought

33.  The Creditors did not seek the concurrence of counsel to the City in the

relief sought pursuant to Local Rule 9014-1(g). The City previously refused to agree to similar
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relief requested in the Art Committee Motion; accordingly, the Creditors respectfully submit that
requesting the concurrence of the City to this Motion would have been futile.

No Prior Request

34. No prior request for the relief sought herein has been made to this or any
other court.

WHEREFORE, the Creditors respectfully request that the Court enter the Order,
substantially in the form attached hereto as Exhibit 1, granting the relief requested herein and
such other and further relief as the Court may deem just and proper.

DATED: April 9, 2014
Birmingham, Michigan
/s/ Mark R. James
Ernest J. Essad Jr.
Mark R. James
WILLIAMS, WILLIAMS, RATTNER &
PLUNKETT, P.C.
280 North Old Woodward Avenue, Suite 300
Birmingham, M1 48009
Telephone: (248) 642-0333
Facsimile: (248) 642-0856
Email: EJEssad@wwrplaw.com
Email: mrjames@wwrplaw.com

—and -

Alfredo R. Pérez

WEIL, GOTSHAL & MANGES LLP
700 Louisiana Street, Suite 1600
Houston, TX 77002

Telephone: (713) 546-5000
Facsimile: (713) 224-9511

Email: alfredo.perez@weil.com

Attorneys for Financial Guaranty Insurance
Company
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/s/Ryan Blaine Bennett

James H.M. Sprayregen, P.C.
Ryan Blaine Bennett

Stephen C. Hackney
KIRKLAND & ELLIS LLP
300 North LaSalle

Chicago, Illinois 60654
Telephone:  (312) 862-2000
Facsimile: (312) 862-2200

-and -

Stephen M. Gross

David A. Agay

Joshua Gadharf

MCDONALD HOPKINS PLC
39533 Woodward Avenue
Bloomfield Hills, M1 48304
Telephone:  (248) 646-5070
Facsimile: (248) 646-5075

Attorneys for Syncora Capital Assurance Inc.
and Syncora Guarantee Inc.

/s/ Howard S. Sher

Howard S. Sher, Esquire

Jacob & Weingarten, P.C.

Somerset Place

2301 W. Big Beaver Road, Suite 777
Troy, Michigan 48084

Tel: (248) 649-1200

Fax: (248) 649-2920

E-mail: howard@jacobweingarten.com

Vincent J. Marriott, 11, Esquire
Ballard Spahr LLP

1735 Market Street, 51st Floor
Philadelphia, Pennsylvania 19103
Tel: (215) 864-8236

Fax: (215) 864-9762

E-mail: marriott@ballardspahr.com

-and-
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Matthew G. Summers, Esquire
Ballard Spahr LLP

919 North Market Street, 11" Floor
Wilmington, Delaware 19801
Telephone: (302) 252-4428
Facsimile: (302) 252-4466

E-mail: summersm@ballardspahr.com

Attorneys for Hypothekenbank Frankfurt AG,
Hypothekenbank Frankfurt International S.A., Erste
Europaische Pfandbrief- und Kommunalkreditbank
Aktiengesellschaft in Luxemburg S.A.

LOWENSTEIN SANDLER LLP
By: /s/ Sharon L. Levine

Sharon L. Levine, Esqg.

Philip J. Gross, Esqg.

65 Livingston Avenue

Roseland, New Jersey 07068

(973) 597-2500 (Telephone)

(973) 597-6247 (Facsimile)
slevine@lowenstein.com
pgross@lowenstein.com

-and-

Herbert A. Sanders, Esq.

THE SANDERS LAW FIRM PC
615 Griswold St., Suite 913
Detroit, M1 48226

(313) 962-0099 (Telephone)
(313) 962-0044 (Facsimile)
hsanders@miafscme.org

-and-

Richard G. Mack, Jr., Esq.
Miller Cohen, P.L.C.

600 West Lafayette Boulevard
4" Floor

Detroit, M1 48226-3191

Counsel to Michigan Council 25 of the American
Federation of State, County and Municipal
Employees (AFSCME), AFL-CIO and Sub-Chapter
98, City of Detroit Retirees
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DRINKER BIDDLE & REATH LLP

By:_/s/ Heath D. Rosenblat

Kristin K. Going, Esq.

Heath D. Rosenblat, Esq.

1177 Avenue of the Americas, 41st Floor
New York, New York 10036-2714
E-mail: Kristin.Going@dbr.com

E-mail: Heath.Rosenblat@dbr.com
Telephone: (212) 248-3140

-and-

Dirk H. Beckwith, Esg. (P35609)

32300 Northwestern Highway, Suite 230
Farmington Hills, Michigan 48334-1471
Telephone: (248) 539-9918

E-mail: dbeckwith@fosterswift.com

Counsel for Wilmington Trust, National
Association,as Successor Contract Administrator

/sl Deborah L. Fish
ALLARD & FISH, P.C.
Deborah L. Fish
2600 Buhl Building
535 Griswold
Detroit, M1 48226
Telephone: (313) 961-6141
Facsimile: (313) 961-6142

KRAMER LEVIN NAFTALIS
& FRANKEL LLP

Thomas Moers Mayer
Jonathan M. Wagner

1177 Avenue of the Americas
New York, New York 10036
Telephone: (212) 715-9100
Facsimile: (212) 715-8000

Counsel to Dexia Crédit Local and Dexia Holdings,
Inc.
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By:_/s/ Rick L. Frimmer

Rick L. Frimmer

Karen V. Newbury

Michael W. Ott

SCHIFF HARDIN, LLP

233 S. Wacker Drive, Suite 6600
Chicago, IL 60606

Telephone: (312) 258-5600
Facsimile: (312) 258-5600

E-mail: rfrimmer@schiffhardin.com
E-mail: knewbury@schiffhardin.com
E-mail: mott@schiffhardin.com

Attorneys for FMS Wertmanagement
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ATTACHMENTS

Exhibit 1 Proposed Form of Order

Exhibit 2 Notice

Exhibit 3 None [Brief Not Required]
Exhibit 4 Certificate of Service

Exhibit 5 Spencer Declaration

Exhibit 6 None [No Documentary Exhibits]
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EXHIBIT1

Proposed Form of Order
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

______________________________________________________________ X
Inre : Chapter 9
CITY OF DETROIT, MICHIGAN, : Case No. 13-53846
Debtor. : Hon. Steven W. Rhodes
______________________________________________________________ X

ORDER PURSUANT TO SECTION 105(a) OF THE
BANKRUPTCY CODE DIRECTING THE DEBTOR TO COOPERATE
WITH INTERESTED PARTIES SEEKING TO CONDUCT DUE DILIGENCE
ON THE ART COLLECTION HOUSED AT THE DETROIT INSTITUTE OF ARTS

Upon the motion (the “Motion”) of the Creditors® for an order directing the City

of Detroit, Michigan (the “City” or the “Debtor”), the debtor in the above-captioned case (the

“Chapter 9 Case”), to cooperate with certain interested parties seeking to conduct due diligence

on the art collection of the City housed at the Detroit Institute of Arts (the “Art”); and the Court
having jurisdiction to consider the Motion in accordance with 28 U.S.C. 88 157 and 1334; and
consideration of the Motion and the relief requested therein being a core proceeding pursuant to
28 U.S.C. 8§ 157(b); and venue being proper before this Court pursuant to 28 U.S.C. 88 1408 and
1409; and due and proper notice of the hearing to consider the relief requested therein (the
“Hearing”) having been given to all parties registered to receive electronic notices in this matter;
and the Court having held the Hearing with the appearances of interested parties noted in the

record of the Hearing; and upon the entire record of all the proceedings before the Court; and the

! Capitalized terms used and not otherwise defined herein shall have the meanings ascribed to them in the
Motion.
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legal and factual bases set forth in the Motion establishing just and sufficient cause to grant the
relief requested therein; and the relief granted herein being in the best interests of the City, its
creditors and other parties in interest; and the relief requested herein being necessary, reasonable
and appropriate;

NOW, THEREFORE, IT IS HEREBY ORDERED THAT:

1. The Motion is GRANTED as set forth herein.

2. The objections, if any, to entry of this Order are overruled in their entirety.

3. The City shall cooperate with the Interested Parties as soon as practicable
so that the Interested Parties can conduct due diligence on the Art, including by inspecting the
physical works of Art housed at the DIA as well as all relevant documentation related thereto, in
order to develop firm bids for the City to consider.

4, The Court shall retain jurisdiction to hear and determine all matters arising
from or related to the implementation, enforcement and/or interpretation of this Order.

Dated: , 2014
Detroit, Michigan

STEVEN RHODES
UNITED STATES BANKRUPTCY JUDGE
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EXHIBIT 2

Notice of Motion and Opportunity to Object
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

________________________________________________________________ X
Inre :
Chapter 9
CITY OF DETROIT, MICHIGAN, : Case No. 13-53846
Debtor. Hon. Steven W. Rhodes
________________________________________________________________ X

NOTICE OF MOTION OF CREDITORS
FOR ENTRY OF AN ORDER PURSUANT TO SECTION 105(a)
OF THE BANKRUPTCY CODE DIRECTING THE DEBTOR TO COOPERATE
WITH INTERESTED PARTIES SEEKING TO CONDUCT DUE DILIGENCE
ON THE ART COLLECTION HOUSED AT THE DETROIT INSTITUTE OF ARTS

The Creditors® have filed papers with the Court seeking entry of an order pursuant to 11
U.S.C. 8§ 105(a) directing the Debtor to cooperate with interested parties seeking to conduct due
diligence on the art collection housed at the Detroit Institute of Arts (the “Motion”).

Your rights may be affected. You should read these papers carefully and discuss
them with your attorney, if you have one in this bankruptcy case. (If you do not have an
attorney, you may wish to consult one.)

If you do not want the court to grant the relief sought in the motion, or if you want the
court to consider your views on the motion, within fourteen (14) days?, you or your attorney
must:

1. File with the court a written response or an answer, explaining your position at:*

! Financial Guaranty Insurance Company (“FGIC”), Syncora Guarantee Inc. and Syncora Capital
Assurance Inc. (“Syncora”), Hypothekenbank Frankfurt AG, Hypothekenbank Frankfurt International
S.A., and Erste Européische Pfandbrief- und Kommunalkreditbank Aktiengesellschaft in Luxemburg
S.A., Michigan Council 25 of the American Federation of State, County and Municipal Employees, AFL-
CIO and Sub-Chapter 98, City of Detroit Retirees, Wilmington Trust Company, National Association, as
Successor Trustee and Successor Contract Administrator, Dexia Crédit Local, Dexia Holdings, Inc. and
FMS-WM Service, solely in its capacity as servicer for FMS Wertmanagement, join this Motion.

2 Concurrently herewith, the Creditors are seeking expedited consideration and shortened notice of the

Motion. If the Court grants such expedited consideration and shortened notice, the Creditors will file and
serve notice of the new response deadline.

1
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United States Bankruptcy Court
211 W. Fort Street, Suite 2100
Detroit, Michigan 48266

If you mail your response to the court for filing, you must mail it
early enough so the court will receive it on or before the date
stated above. All attorneys are required to file pleadings
electronically.

You must also mail a copy to:

Ernest J. Essad Jr.
Mark R. James
WILLIAMS, WILLIAMS, RATTNER & PLUNKETT, P.C.
280 North Old Woodward Avenue, Suite 300
Birmingham, M1 48009
Telephone: (248) 642-0333
Facsimile: (248) 642-0856

Alfredo R. Pérez
WEIL, GOTSHAL & MANGES LLP
700 Louisiana Street, Suite 1600
Houston, TX 77002
Telephone: (713) 546-5000
Facsimile: (713) 224-9511

2. If aresponse or answer is timely filed and served, the clerk will schedule a
hearing on the motion and you will be served with a notice of the date, time and

location of the hearing.

3 Response or answer must comply with F. R. Civ. P. 8(b), (c) and (e).

2

13-53846-swr Doc 3925 Filed 04/09/14 Entered 04/09/14 13:21:20 Page 31 of 321



If you or your attorney do not take these steps, the court may decide that you
do not oppose the relief sought in the motion and may enter an order granting that relief.

DATED: April 9, 2014 Respectfully submitted,

/sl Mark R. James
Ernest J. Essad Jr.
Mark R. James
WILLIAMS, WILLIAMS, RATTNER &
PLUNKETT, P.C.
280 North Old Woodward Avenue, Suite 300
Birmingham, M1 48009
Telephone: (248) 642-0333
Facsimile: (248) 642-0856
Email: EJEssad@wwrplaw.com
Email: mrjames@wwrplaw.com

—and -

Alfredo R. Pérez

WEIL, GOTSHAL & MANGES LLP
700 Louisiana Street, Suite 1600
Houston, TX 77002

Telephone: (713) 546-5000
Facsimile: (713) 224-9511

Email: alfredo.perez@weil.com

Attorneys for Financial Guaranty Insurance
Company

/s/Ryan Blaine Bennett

James H.M. Sprayregen, P.C.
Ryan Blaine Bennett

Stephen C. Hackney
KIRKLAND & ELLIS LLP
300 North LaSalle

Chicago, Illinois 60654
Telephone:  (312) 862-2000
Facsimile: (312) 862-2200

-and -

3
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Stephen M. Gross

David A. Agay

Joshua Gadharf

MCDONALD HOPKINS PLC
39533 Woodward Avenue
Bloomfield Hills, M1 48304
Telephone:  (248) 646-5070
Facsimile: (248) 646-5075

Attorneys for Syncora Capital Assurance Inc.
and Syncora Guarantee Inc.

/s/ Howard S. Sher

Howard S. Sher, Esquire

Jacob & Weingarten, P.C.

Somerset Place

2301 W. Big Beaver Road, Suite 777
Troy, Michigan 48084

Tel: (248) 649-1200

Fax: (248) 649-2920

E-mail: howard@jacobweingarten.com

Vincent J. Marriott, 11, Esquire
Ballard Spahr LLP

1735 Market Street, 51st Floor
Philadelphia, Pennsylvania 19103
Tel: (215) 864-8236

Fax: (215) 864-9762

E-mail: marriott@ballardspahr.com

-and-

Matthew G. Summers, Esquire
Ballard Spahr LLP

919 North Market Street, 11" Floor
Wilmington, Delaware 19801
Telephone: (302) 252-4428
Facsimile: (302) 252-4466

E-mail: summersm@ballardspahr.com

Attorneys for Hypothekenbank Frankfurt AG,
Hypothekenbank Frankfurt International S.A., Erste
Europaische Pfandbrief- und Kommunalkreditbank
Aktiengesellschaft in Luxemburg S.A.

4
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LOWENSTEIN SANDLER LLP
By: /s/_Sharon L. Levine

Sharon L. Levine, Esg.

Philip J. Gross, Esq.

65 Livingston Avenue

Roseland, New Jersey 07068

(973) 597-2500 (Telephone)

(973) 597-6247 (Facsimile)
slevine@lowenstein.com
pgross@lowenstein.com

-and-

Herbert A. Sanders, Esq.

THE SANDERS LAW FIRM PC
615 Griswold St., Suite 913
Detroit, M1 48226

(313) 962-0099 (Telephone)
(313) 962-0044 (Facsimile)
hsanders@miafscme.org

-and-

Richard G. Mack, Jr., Esq.
Miller Cohen, P.L.C.

600 West Lafayette Boulevard
4™ Floor

Detroit, M1 48226-3191

Counsel to Michigan Council 25 of the American
Federation of State, County and Municipal
Employees (AFSCME), AFL-CIO and Sub-Chapter
98, City of Detroit Retirees

DRINKER BIDDLE & REATH LLP

By:_/s/ Heath D. Rosenblat

Kristin K. Going, Esqg.

Heath D. Rosenblat, Esq.

1177 Avenue of the Americas, 41st Floor
New York, New York 10036-2714
E-mail: Kristin.Going@dbr.com

E-mail: Heath.Rosenblat@dbr.com
Telephone: (212) 248-3140

-and-

5
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Dirk H. Beckwith, Esq. (P35609)

32300 Northwestern Highway, Suite 230
Farmington Hills, Michigan 48334-1471
Telephone: (248) 539-9918

E-mail: dbeckwith@fosterswift.com

Counsel for Wilmington Trust, National
Association,as Successor Contract Administrator

/s/ Deborah L. Fish
ALLARD & FISH, P.C.
Deborah L. Fish
2600 Buhl Building
535 Griswold
Detroit, M1 48226
Telephone: (313) 961-6141
Facsimile: (313) 961-6142

KRAMER LEVIN NAFTALIS
& FRANKEL LLP

Thomas Moers Mayer
Jonathan M. Wagner

1177 Avenue of the Americas
New York, New York 10036
Telephone: (212) 715-9100
Facsimile: (212) 715-8000

Counsel to Dexia Crédit Local and Dexia Holdings,
Inc.

By:_/s/ Rick L. Frimmer

Rick L. Frimmer

Karen V. Newbury

Michael W. Ott

SCHIFF HARDIN, LLP

233 S. Wacker Drive, Suite 6600
Chicago, IL 60606

Telephone: (312) 258-5600
Facsimile: (312) 258-5600

E-mail: rfrimmer@schiffhardin.com
E-mail: knewbury@schiffhardin.com
E-mail: mott@schiffhardin.com

Attorneys for FMS Wertmanagemen

6
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EXHIBIT 3

Memorandum [Not required]
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EXHIBIT 4

Certificate of Service
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

______________________________________________________________ X
Inre : Chapter 9
CITY OF DETROIT, MICHIGAN, : Case No. 13-53846
Debtor. : Hon. Steven W. Rhodes
______________________________________________________________ X

CERTIFICATE OF SERVICE

I hereby certify that on April 9, 2014 the Motion of Creditors for Entry of an Order
Pursuant to Section 105(a) of the Bankruptcy Code Directing the Debtor to Cooperate with
Interested Parties Seeking to Conduct Due Diligence on the Art Collection Housed at the Detroit
Institute of Arts was filed and served via the Court’s electronic case filing and noticing system to
all parties registered to received electronic notices in this matter.

/s/ Mark R. James
Mark R. James (P54375)
Attorney for Financial Guaranty
Insurance Company
Williams, Williams, Rattner & Plunkett, P.C.
380 North Old Woodward Ave., Suite 300
Birmingham, M1 48009
(248) 642-0333
mrj@wwrplaw.com

Dated: April 9, 2014

1
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

______________________________________________________________ X
Inre : Chapter 9
CITY OF DETROIT, MICHIGAN, : Case No. 13-53846
Debtor. : Hon. Steven W. Rhodes
______________________________________________________________ X

DECLARATION OF STEPHEN SPENCER IN SUPPORT OF MOTION OF
CREDITORS FOR ENTRY OF AN ORDER PURSUANT TO SECTION 105(a)
OF THE BANKRUPTCY CODE DIRECTING THE DEBTOR TO COOPERATE
WITH INTERESTED PARTIES SEEKING TO CONDUCT DUE DILIGENCE
ON THE ART COLLECTION HOUSED AT THE DETROIT INSTITUTE OF ARTS

I, Stephen Spencer, hereby declare that the following is true to the best of my
knowledge, information and belief:

1. I am a Managing Director in the Financial Restructuring Group at
Houlihan Lokey (“Houlihan’), which currently serves as financial advisor to Financial Guaranty
Insurance Company (“EGIC”) in connection with the above-captioned chapter 9 case (the

“Chapter 9 Case”).

2. I submit this declaration (the “Declaration”) in support of the Motion of
Creditors for Entry of an Order Pursuant to Section 105(a) of the Bankruptcy Code Directing
the Debtor to Cooperate with Interested Parties Seeking to Conduct Due Diligence on the Art

Collection Housed at the Detroit Institute of Arts (the “Motion”), filed contemporaneously

herewith.
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3. Except as otherwise indicated, all facts and statements in this Declaration
are based on my personal knowledge and information derived from my involvement in
Houlihan’s representation of FGIC in connection with the Chapter 9 Case.

Educational and Professional Background

4, In 1989, | received my undergraduate degree from the University of
Wisconsin — Madison. | have approximately 20 years of relevant corporate restructuring
experience and | lead the municipal restructuring team at Houlihan. Prior to joining Houlihan in
2001, 1 worked for GE Capital, where | was a founding member of GE Capital’s debtor-in-
possession lending practice. | have a particular expertise in executing out-of-court restructuring
transactions involving consensual impairment of one or more creditor constituencies. | also have
experience advising companies executing bankruptcy-related reorganizations or sale
transactions. Beyond the corporate sector, | have an expertise in municipal distress and chapter 9
insolvency issues. | have researched and consulted with various municipalities throughout the
United States, and | authored a comprehensive chapter 9 case study entitled “Restructuring the
Troubled Municipality.”

5. In the context of complex corporate restructurings and distressed
recapitalizations, | have performed detailed liquidity and debt capacity analyses for dozens of
clients. In connection with analyzing the financial conditions of various distressed
municipalities, | have performed similar analyses, recognizing appropriate modifications
reflecting the different financial structures that often distinguish municipalities from corporate
entities.

6. In the chapter 11 context, | have advised multiple debtors in connection

with bankruptcy sale transactions (so-called “363 sales”). Of particular relevance to the Motion,
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I was the lead advisor to Polaroid Corporation in connection with the sale of a previously-
unknown collection of still photography by world-renowned artists including Ansel Adams,
Andy Warhol, William Chuck Close and many others, pursuant to section 363 of the Bankruptcy
Code. My team identified the photography collection and worked with Sotheby’s to monetize
these assets for multiple millions of dollars, for the benefit of Polaroid’s estate and its creditors.

Houlihan’s Solicitation of Proposals Based on Publicly-Available Information

7. On June 21, 2013, Houlihan submitted an initial diligence list to the City,
requesting a comprehensive list of relevant documents related to the Art. On July 9, 2013,
Houlihan followed up with a verbal request that the City conduct a valuation of the entire Art
collection. After receiving no response to these initial requests, on July 30, 2013, Houlihan
submitted a revised diligence list to the City, seeking additional information about the Art. On
August 27, 2013, Houlihan followed up on its verbal request and formally requested that the City
conduct a valuation of the entire Art collection. On October 9, 2013, Houlihan, along with
advisors for certain of the other Creditors, re-submitted its diligence list to the City and
supplemented the list with additional information requests related to the value and ownership of
the Art. Although the City has taken some initial steps to cooperate with Houlihan and other
Creditors’ representatives regarding the form, substance and cost of producing certain documents
responsive to our information requests, the City has yet to provide any of the information
Houlihan has been requesting since last June. See Summary of Activity, attached hereto as

Exhibit A (the “Summary of Activity”) at 6.

8. On or about December 3, 2013, the City made publicly-available a
preliminary report appraising a portion of the Art consisting of only those works that were either

purchased entirely or in part by City funds (the “Appraised Art”). (DS § VIII.LK.6(a).) In

connection with Houlihan’s representation of FGIC in the Chapter 9 Case, | reviewed this
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preliminary report, which estimated the value of the Appraised Art (which, at the time, consisted
of 2,781 (4%) of the 65,000 works of Art in the DIA’s collection) to be between $452 million
and $866 million. (Id.) I also reviewed Christie’s final report, made publicly available on or
about December 17, 2013, which estimated that the value of the Appraised Art (which ultimately
consisted of 2,773 (still 4%) of the 65,000 pieces of Art) is between $454 million and $867
million. (1d.)

9. Independently, | conducted extensive research of publicly-available
information about the Art, including by reviewing books and articles written about the DIA and
the Art, viewing the Art on display in the public galleries at the DIA and reviewing publicly-
available DIA documentation, including, among other things, the DIA Collections Management
Policy and collection guides. In addition, I had multiple private conversations with leading art
intermediaries, curators and valuation and subject matter experts concerning issues of the Art’s
value, potential transfer restrictions on the Art and other issues and considerations related to the
potential de-accessioning of the Art collection.

10. Based on the foregoing, | questioned the scope of the City’s appraisal
efforts and suspected that the Art could likely generate significantly greater value for the City
than the $454 million to $867 million reflected in Christie’s appraisal. Not knowing exactly
what the City’s intentions were for monetizing the Art, and faced with the City’s repeated
unwillingness to provide information regarding the Art, Houlihan, on behalf of FGIC and certain
other Creditors, conducted an independent assessment of potential alternative market
transactions involving the Art, based on publicly-available information.

11. By October 29, 2013, Houlihan had made significant progress in its

independent research, and was able to put together a list of approximately 327 pieces of Art that
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Houlihan believed to be of significant or high value (the “Masterworks List”). On January 15,

2014, in order to develop a greater understanding of the potential value of the Art collection as a
whole, and assess market interest in potential transactions involving the Art, Houlihan shared the
Masterworks List with over 30 parties, including hedge funds and private equity firms,
individual collectors, auction houses and museum authorities. Within a few days, over 20 of
these parties expressed preliminary interest. In mid-March 2014, Houlihan distributed to 19 of
these interested parties a more detailed Catalogue of Information Concerning Artwork Housed at

the Detroit Institute of Arts, a copy of which is attached hereto as Exhibit B (the “Catalogue”),

and invited such parties to submit indications of interest in acquiring or monetizing all or part of
the Art collection on or before April 4, 2014.*

12. In response, Houlihan received four indications of interest (the

“Proposals™):

e Catalyst Acquisitions, LLC/Marc Bell Capital Partners, LLC (“Catalyst”) submitted a
non-binding indication of interest in purchasing the entire Art collection for $1.75
billion.

e Art Capital Group, LLC (“Art Capital”) submitted a non-binding term sheet, offering to
provide the City with an exit facility of up to $2 billion, secured by the entire Art
collection.

e Poly International Auction Co., Ltd. (“Poly International”), on behalf of a client,
submitted a non-binding indication of interest in purchasing all Chinese assets in the Art
collection for up to $1 billion.

! The Catalogue was comprised entirely of publicly-available information and explicitly stated that
neither Houlihan nor FGIC owns the Art or has the authority to sell or offer to sell it. In distributing the
Catalogue, Houlihan was merely facilitating the development of indications of interest for the purpose of
ultimately proposing transactions to the City that could generate more value than the deal contemplated
by the Plan. The Catalogue explicitly stated that, ultimately, the City has the authority to decide whether
or not to pursue any such transaction. Given these limitations, the Proposals may not fully reflect the
market’s interest in the acquiring or monetizing the Art.
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¢ Yuan Management Hong Kong Limited (“Yuan Capital”), on behalf of certain
investment funds, submitted a non-binding indication of interest in purchasing 116 pieces
of the Art for $895 million to $1.473 billion.

13. The Catalyst Proposal is the only indication of interest in purchasing the
entire Art collection. Catalyst’s proposed purchase price of $1.75 billion, which would be
financed by Catalyst and a syndicate of leading global investors, already assumes that a portion
of the Art collection may be subject to transfer restrictions, and factors in a preliminary estimate
of these potential encumbrances. However, the ultimate purchase price Catalyst would be
willing to offer on a binding basis is subject to a thorough analysis of the Art and the City’s
cooperation in providing Catalyst with full access to the Art and any relevant DIA
documentation. Art Capital’s Proposal contemplates an exit facility of up to $2.0 billion, secured
by the entire Art collection. The facility would be structured in multiple tranches bearing
different maturities (3-20 years) and interest rates (LIBOR plus 5.5%-8.5%, subject to LIBOR
floor of 0.5%). Notably, the transaction contemplated by Art Capital would allow the City to
maintain the entire Art collection at the DIA, requiring the City to sell off select pieces of Art
only in the event the loan could not otherwise be serviced. Art Capital’s Proposal is subject to
the City providing full access to the Art and any related documentation so that Art Capital can
complete its due diligence. Poly International’s Proposal to purchase the Chinese works in the
At collection for up to $1 billion is similarly subject to a thorough analysis of the works it
proposes to purchase. Finally, Yuan Capital’s Proposal contemplates a purchase of only 116
works of the Art (.02% of the entire Art collection) for $895 million to $1.473 billion, financed
by a consortium of lenders led by Yuan Capital. The Art included in the proposed sale as well as
the purchase price are subject to a thorough analysis of the works Yuan Capital has identified
and any applicable transfer restrictions. A further summary of the terms of each of the Proposals

is set forth on page 8 of the Summary of Activity.

13- 23846290452 0206:3925  Filed 04/09/14 6Entered 04/09/14 13:21:20 Page 45 of 321



14, It is notable that, beyond the formal Proposals, Houlihan received a
significant number of verbal expressions of interest by other parties unable or unwilling to
provide written indications of interest by the April 4, 2014 deadline; nonetheless, such parties
expressed that they are highly interested in pursuing a potential Art transaction with the City,
should the City show a willingness to engage directly with them in a good faith process to
explore transactional opportunities with respect to the Art.

15.  As noted above, Catalyst, Art Capital, Poly International, and Yuan

Capital (collectively, the “Interested Parties”) have each indicated that, in order to finalize their

assessments of the value of the Art (or a subset thereof), they need to conduct a thorough
diligence process. This requires the immediate cooperation of the City and its advisors.

Pursuant to the Proposals, the diligence process will involve an analysis of certain documentation
regarding any restrictions on the transfer of the Art, as well as the Art itself. I believe that the
relief requested is necessary to ensure that the Interested Parties will have timely access, not only
to such documentation, but to the physical pieces of Art as well.

The Present Value of the Contributions Contemplated
by the DIA Settlement and State Contribution Agreement

16. In connection with my representation of FGIC in the Chapter 9 Case, |
reviewed the Plan and the Disclosure Statement, which indicate that, as part of the Plan, the City
is seeking approval of the DIA Settlement, pursuant to which the City will irrevocably transfer
the Art to DIA Corp., in exchange for contributions to the Retirement Systems from (i) twelve
charitable foundations and other entities, in the amount of $366 million, and (ii) DIA Corp., in
the amount of $100 million, for a total of $466 million. (DS § IV.E.) In addition, pursuant to the

State Contribution Agreement, the State has also agreed to contribute $350 million for the
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benefit of Holders of Pension Claims (subject to certain approvals and other conditions that have
not yet been obtained or fulfilled), for a total of $816 million. (DS § IV.D.)

17.  Taking into account that each of the contributions would be made over a
twenty-year period, the net present value of each contribution (using a 5% discount rate) is:
(i) $233.7 million from the Foundations, (ii) $63.8 million from DIA Corp. and
(iii) $223.5 million from the State, for a total of approximately $521 million. See Net Present
Value Calculations attached hereto as Exhibit C.

18. In addition, it is unclear how, if at all, the State’s contribution relates to
the transfer of the Art. Although the Disclosure Statement indicates that the State’s contribution
is “in support of the DIA Settlement,” it also makes clear that the State is providing the
contribution “in exchange for certain releases to be contained in the Plan,” not in exchange for
the transfer of the Art. (DS § VIII.K.6(b).) Accordingly, disregarding the State’s contribution,

the City would receive only $297.5 million pursuant to the DIA Settlement.
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Pursuant to 28 U.S.C. 8§ 1746, | declare under penalty of perjury that, to the best

of my knowledge, information and belief, the foregoing is true and correct.

Executed this 9th day of April 2014 Q\QW

Step n pencer
Managlng Director
Houlihan Lokey
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Detroit Institute of Arts

Summary of Activity

MERGERS & ACQUISITIONS :
CAPITAL MARKETS Aprll 20 14
FINANCIAL RESTRUCTURING

FINANCIAL ADVISORY SERVICES

HL.com
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Process Overview
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rocess oveniew [ ndependent DIA Analysis

B In the absence of any cooperation on the part of the City or Detroit Institute of Arts (“DIA”) in obtaining relevant DIA
documentation, Houlihan Lokey conducted an exhaustive examination of publically available information concerning the
potential value of and transactional opportunities for the DIA fine arts collection

B In conducting its analysis, Houlihan Lokey researched key areas including:

® Relevant Literature Review — Conducted a review of books and articles written by Jeffrey Abt, William Peck, William
Valentiner and other leading authorities on the DIA collection

® DIA Collection Viewing — Conducted guided in-person examination of the public viewing galleries in the museum. Observed
all works of fine art publically displayed

e DIA Public Documentation Review — Conducted review of publically available DIA documentation such as DIA Collections
Management Policy, collection guides, and other DIA-produced physical and electronic information pertaining to the
collection

® Discussions With Art Valuation/Transaction Experts — Conducted multiple discussions with leading art intermediaries,
curators and other relevant subject matter experts concerning issues of collection value, salability and de-accessioning
restrictions and other relevant asset value considerations
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rocess oveniew - (Gatalogue of Information & Process Overview

® From independent DIA-related analysis, Houlihan Lokey was able to create a Catalogue of Information (“COI”) that provides,
among other information:

® A brief history of the DIA that includes a summary of how the museum came to be owned by the City of Detroit, how this
ownership dynamic has had a negative impact on the museum’s endowment and overall financial stability, and the importance
of the museum as a non-core asset in the City’s Chapter 9 bankruptcy proceeding

® A list of so called “Masterworks” believed to comprise a significant number of comparatively high value DIA collection assets
that has heretofore not been produced by the museum or assembled and distributed from public information by any other
independent party

B Upon assembling the COI, Houlihan Lokey distributed the document to certain parties in an attempt to develop a more refined
view of value and transactional alternatives for the DIA collection

B On the basis of the COI, certain parties have provided preliminary non-binding indications of interest in acquiring identified
portions of the DIA collection for specified values

B The identity of the parties submitting these indications, the consideration being proposed and a summary of the key provisions of
the indications of interest are outlined in the following section
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rocess overiew [ nd1cations of Interest - Process Summary

B Houlihan Lokey has shared our COI with a select group of potentially interested parties to assess levels of interest in acquiring
certain specified DIA collection assets and develop a better perspective on valuation for a broader segment of the DIA collection
than the 4% of the collection evaluated by Christie’s

B Major categories of parties contacted as well as response levels are summarized below

Parties Contacted by Type 101 Process Summary

Total Parties Contacted 38
Received Preliminary Information Packet(?) 32
Individual
Collector Expressed Interest 24
Family Office . .
Received Catalogue of Information 19
Hedge Fund /
Private Equity
Formal Submissions of Interest(? 4
(1) Includes the November 26 Art Motion, the Christie’s Appraisal and December 17 Letter to the Emergency Manager, the statement of Detroit bankruptcy mediators announcing $330 million
of DIA Foundation assistance, recent press from the New York Times, Wall Street Journal and Detroit Free Press and a list of Masterworks prepared by Houlihan Lokey
(2) Certain parties expressing initial verbal interest have combined to support a joint bid. Factoring in joint bid participants, the actual number of parties submitting an 101 in a joint bid context

is not known precisely but significantly exceeds the four formal IOIs received
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Process Overview

Timeline of Activity

June 21, 2013

HL submits initial diligence
request list to City including
specific  requests  regarding

July 9, 2013

August 27, 2013
HL makes verbal request for HL  alternative  Plan  of

October 29, 2013 January 13, 2014

HL completes initial Masterworks ~ Chief mediator announces
List of items believed to be of DIA settlement involving
significant or high value from  $330 million in
public research commitments from a
consortium of

City to conduct DIA valuation /

Adjustment proposal sent to
strategic alternatives assessment

City formally requesting City to
conduct DIA  valuation /

salability of DIA collection
July 30, 2013 strategic alternatives assessment
June 2013 — December 2013 HL submits follow-up dili Foundations. No prior
T el (e October 9, 2013 presentation was given to
Art Motion is filed with court

HL  conducts independent request list to City with
HL, A&M and FTI submit creditors

research on the Detroit Institute additional requests for City to
information request list to Cit
d Y December 18, 2013

November 26, 2013

of Arts (“DIA”) collection from disclose valuation / strategic
publically available information alternatives assessment process requesting disclosure of valuation, L. . . .
Limited Christie’s appraisal valuing

I ownership, encumbrance and
only 4% of total DIA collection is

bequest information
publically distributed
1
June 2013

January 15, 2014

HL shares Masterworks List
with selected parties to
assess potential collection
value  and  acquisition
interest

April 2014

|
February 7, 2014 ‘

COP holders notify City of intent March 1-12, 2014

to serve formal 2004 DIA
discovery motion, but do not HL prepares DIA Catalogue of
Information (“COI”)

officially file or serve discovery

April 1, 2014
Retiree Committee serves City /
DIA with DIA  document

January 17, 2014

Multiple  parties  express
strong initial interest

February 20, 2014
Notification prompts first formal
call with City and DIA
professionals to discuss initial DIA

production request
March 12-17, 2014

HL distributes COI to limited
number of potentially interested
parties

April 4, 2014

HL receives preliminary initial

indication of interest (“IOI”)

letters from interested parties
January 22, 2014 March 28, 2014

Art Motion is denied at Syncora serves City / DIA with
hearing. City promises DIA DIA  document  production
document production request

document production request
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Formal Indication of
Interest Summary

Price

Included Assets

Bid Conditions

Diligence/Timing

Financing

Other Terms

Indication of Interest Summary

Catalyst Acquisitions /
Bell Capital Partners

$1.75 billion

All assets held in the DIA
Value of final offer to be
dependent on development
of a final definitive
schedule of collection
assets to be acquired

City of Detroit to provide
full diligence access to the
assets

City to make available any
other critical DIA
collection documentation

B 180 days

Acquisition proceeds
provided by bidding party
and a syndicate of leading
global investors

Offer price reflects the
assumption that a portion
of the collection may be
restricted from sale
Customary stalking horse
bidder protections

Art Capital Group

Up to $2.0 billion Art Loan

Entire DIA Collection used
as collateral to support
loan

City of Detroit to provide
full diligence access to the
assets

Loan to be structured in
multiple tranches bearing
different maturities and
interest rates

Did not indicate timing of
diligence

Interest rate: LIBOR plus
5.5% — 8.5%, subject to
LIBOR floor of 0.50%
Maturity: 3 — 20 years

Origination Fee of 1.25%
of the amount of the loan
Agent Fee of 0.50% per
annum of the outstanding
principal balance of the
loan

Yuan Capital

$895 million — $1,473
million

Subset of assets identified
in COI (116 total works)

City of Detroit to provide
full diligence access to the
assets

90 days

Acquisition proceeds
provided by Yuan Capital-
led consortium

Senior debt financing TBD

Purchase price to be
reduced in the event assets
have transfer restrictions
by the value ascribed to the
assets

Limited timeline for City to
solicit competing bids
Customary stalking horse
bidder protections

Poly International Auction

Up to $1 billion

Chinese Art Collection

City of Detroit to provide
full diligence access to the
assets

Asset values to be finalized
following confirmatory
diligence

10 - 14 days

Acquisition proceeds to be
provided by partner

Will identify the
individuals conducting
confirmatory diligence
after granted access to
diligence
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Catalogue of Information
Concerning Artwork Housed at
the Detroit Institute of Arts

March 2014

CONFIDENTIAL




Confidential Catalogue of Information Concerning Artwork Housed at the DIA | March 2014

Detroit Institute of Arts
CONFIDENTIAL MATERIAL

Houlihan Lokey Capital, Inc. (“Houlihan Lokey”) has been retained by Financial Guaranty Insurance Company
(“FGIC”) to serve as its financial advisor in connection with the potential restructuring of the City of Detroit, including a
proposed sale ("the Transaction") of certain artwork housed in the Detroit Institute of Arts (the "DIA").

This Confidential Catalogue of Information Concerning Artwork Housed at the DIA (the “Catalogue”) has been
prepared for discussion purposes only. While the Catalogue contains only publicly available information, it is being
delivered on a confidential basis to specified parties solely to assist them in deciding whether to proceed with their
investigation of artwork housed at the DIA in accordance with procedures established by Houlihan Lokey. This
Catalogue does not purport to contain all of the information that may be required or relevant to a recipient’s
evaluation of any Transaction and recipients will be responsible for conducting their own investigations and analysis.

While the distribution and use by each recipient of the information contained herein is not governed by a
confidentiality agreement, Houlihan Lokey hereby requests that this Catalogue not be distributed, reproduced or used
without the express consent of Houlihan Lokey or for any purpose other than the evaluation of artwork housed at the
DIA by the person to whom this Catalogue has been delivered. In addition, if the recipient does not wish to pursue an
investigation of artwork housed at the DIA, the recipient will promptly return this Catalogue to Houlihan Lokey as soon
as practicable.

Houlihan Lokey has not independently verified any of the information contained herein. Houlihan Lokey does not
make any representation, warranty or guaranty of any kind, express or implied, as to the accuracy, completeness or
reasonableness of the information contained herein or any other written or oral communication transmitted or made
available to any recipient. Houlihan Lokey expressly disclaims any and all liability based on or arising from, in whole
or in part, such information, errors therein or omissions therefrom.

Only those representations and warranties that are made in a definitive written agreement relating to a
Transaction, when and if executed, and subject to any limitations and restrictions as may be specified in such
definitive agreement, shall have any legal effect. Each recipient should make an independent assessment of the
merits of pursuing a Transaction and should consult its own professional advisors.

Houlihan Lokey may from time to time assist interested parties with financing matters, which may, in some
cases, be related to the Transaction.

The ultimate decision as to whether a Transaction will be pursued will be determined by the City of Detroit which
is a Debtor in a Chapter 9 bankruptcy proceeding in the Eastern District of Michigan. It is Houlihan Lokey’s goal and
objective to advance a transaction with the support and approval of the City of Detroit and the bankruptcy court.

All communications or inquiries relating to artwork housed at the DIA or this Catalogue should be directed to the
representatives of Houlihan Lokey listed below.

MINNEAPOLIS
225 SOUTH SIXTH STREET, SUITE 4950, MINNEAPOLIS, MN 55402
TEL (612) 338-2910, FAX (612) 338-2938

Stephen Spencer Fred Vescio John Popehn Michael Lin Daniel Ma

Managing Director Director Vice President Financial Analyst Financial Analyst
(612) 338-2910 (612) 215-2248 (612) 215-2272 (612) 215-2883 (612) 215-2886

SSpencer@HL.com FVescio@HL.com JPopehn@HL.com MLin@HL.com DMa@HL.com

@ HOULIHAN LOKEY
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Confidential Catalogue of Information Concerning Artwork Housed at the DIA | March 2014
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Opportunity Description

OVERVIEW

Current Situation - The City Proposed Art Transaction

On Friday, February 21 the City of Detroit (the “City” or “Detroit”) filed a Plan of Adjustment (the
“Plan”) in the Federal Bankruptcy Court for the Eastern District of Michigan. A central component of the
City’s Plan is a proposed transaction involving artwork housed at the DIA (the “DIA Transaction”) whereby
ten charitable foundations are contributing money to fund recoveries to the City’s pension and other post-
employment benefits plan beneficiaries, in lieu of these beneficiaries or any other creditors realizing a
financial recovery directly from the DIA through a sale or so called de-accessioning of any DIA assets.

To summarize further, the DIA Transaction has been structured by the City to accomplish three
primary objectives:

1. Provide monetary compensation to the City’s retiree creditor constituency;
2. Keep the existing DIA collection intact; and

3. Facilitate the transfer of the DIA assets into a public trust to prevent any potential future
monetization attempts, whether for the benefit of City creditors or some other purpose.

The City’s Plan estimates the DIA Transaction will yield approximately $465 million over a 20-year
period.

Lack of Creditor Support

Creditor reaction to the DIA Transaction even amongst the City’s retiree beneficiaries has been
extremely negative. The primary criticism has been that the DIA Transaction fails to properly value the
entire DIA art collection. The City commissioned Christie’s to perform valuation work which is included in
its entirety in appendix A and which valued a 2,700 piece sample from the broader 66,000 piece collection
at $454 million to $867 million. To the extent the Christie’s sample can be viewed as representative of the
broader DIA collection, the implications are that the residual 95% of the collection could be valued from
$11 billion to as much as $21 billion.

The City’s Perspective

Despite the potential value of the total collection, the City has so far neither valued the remaining
95% not examined by Christie’s nor undertaken an effort to explore strategic alternatives for monetizing all
or a portion of the art. As justification for its inaction, the City has cited an opinion by the Attorney General
for the state of Michigan (the “AG”) issued at the outset of the City’s bankruptcy that the DIA collection is
held in a public trust and is not subject to monetization. Neither the City nor the state of Michigan has
been able to produce any additional documentary or evidentiary support for the AG’s opinion.

The City further contends that specific works within the collection may be encumbered by various
bequest or other documents that preclude the City from divesting the works. The limited portion of the
collection valued by Christie’s were those works of art acquired exclusively using City General Fund
proceeds. Because the residual 95% of the collection was acquired using publicly solicited third party
monetary contributions or directly via a donation (either with or without accompanying documentation),
there is a vast component of the collection that remains unexamined and potentially subject to sale. In
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private conversations, leading art intermediaries have indicated that while some significant bequests may
be subject to meaningful encumbrances restricting the ability of the City to monetize the works, it is likely
that a significant portion of donated works, or works acquired with dedicated monetary donations, have no
meaningful encumbrances. The DIA’s own Collections Management policy states that “while it is the
Museum’s intention to accession for long-term use and preservation, no guarantee shall be made that the
gift or bequest will be retained by the Museum in perpetuity.” The policy makes clear that attempts by
beneficiaries to restrict or encumber the use of donations is a violation of the museum’s accessioning
policy that must be deliberated by the museum board of directors before any deviation from the policy is
accepted or allowed.

Independent Exploration of DIA Strategic Alternatives

As a result of the City’s unwillingness to undertake a broader strategic alternatives assessment for
artwork housed at the DIA as a valuable non-core City asset, various creditors have aligned in opposition to
the DIA Transaction. The Houlihan Lokey process is being run as a means of vetting the broader potential
array of DIA transactional opportunities and developing a transaction that engenders the support of the
maximum number of creditors—not merely to enhance creditor recoveries, but to provide a quicker, less
contentious and more efficient pathway for the City to emerge from bankruptcy.

THE DIA AND ITS COLLECTION

Nationally and Internationally Renowned Collection

The DIA art collection is routinely ranked among the top 5 in the United States and is recognized
globally for the high quality of the artwork in a broad spectrum of subject areas. Uniquely among major art
museums, the DIA is owned by the City of Detroit. While the City of Detroit has funded the operations of
the museum since 1893, a predecessor entity of the DIA, the Detroit Museum of Art (“DMA”), was
essentially a private foundation that received public funding supporting all operating expenses.

The Problem with Municipal Ownership

While the unusual funding arrangement for the DMA was supported by a number of civically
prominent Detroiters, it proved to be politically controversial and in 1917 the Michigan Attorney General
issued a public report finding that public funding for a privately-held entity like the DMA was
unconstitutional. As a consequence, two years later (in June 1919) the DMA'’s trustees agreed upon and
executed related transactional documentation that transferred ownership of the DMA (both the museum
and all of its collection assets) to the City of Detroit in order to ensure a continuation of City funding for the
museum’s operating expenses, an arrangement that has essentially continued through the present day.
The June 1919 transaction formally created the DIA as an agency exclusively owned and operated by the
City. The only DMA assets not transferred to City ownership in the 1919 transaction were the DMA’s
endowment funds. This exception was the result of a legal restriction that precluded a City agency from
managing an endowment fund. As a result, approximately $24,000 of DMA endowment funds remained
as the sole asset being owned and managed by the DMA.
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Creation and Role of the Founders Society

In order to ensure ongoing endowment support to expand the DIA collection, the DMA trustees
created the Founders Society (originally the Detroit Museum Art Founders Society) to solicit funds and
purchase artwork for the benefit of the DIA. Since its inception, the Founders Society has been a critical
factor in expanding the size and quality of the DIA’s collection. In particular, both Founders Society and
City General Fund resources were instrumental in driving what became a golden era for DIA collection
expansion from the 1920’s through 1960. During this period, the industrially ascendant City and its
growing art museum were astute purchasers of artwork, often from financially struggling museums and art
collectors in war-torn Europe.

While the relationship between the DIA and Founders Society worked to expand the City owned art
collection, the arrangement wasn’t without friction. Somewhat paradoxically, the relationship was actually
an important causal factor contributing to the museum’s persistently precarious financial condition.
Because the DIA budget was a line item in the City General Fund, periodic political challenges often
questioned the size of the City’s financial commitment to operating the DIA and in particular helping to
fund art acquisitions. The ebb and flow of these political challenges created instability in the DIA budget.
In the broader art community and amongst both DIA patrons and donors, the politically driven budgetary
wrangling created a perception of a museum perpetually on the verge of a financial crisis.

A Museum in Peril

The perception of persistent DIA financial instability often hindered fundraising efforts of the
Founders Society, an entity that to the general public was indistinguishable from the museum itself. The
slow financial decline of Detroit only served to exacerbate the problem. From the 1960’s onward, Detroit’s
General Fund financial difficulties had become acute to the point where the DIA was forced to turn to the
Founders Society to supplement City funds as a means of paying operating costs. As the City’s financial
decline worsened, the DIA was perceived to be under even greater threat and the pace of major funded
acquisitions correspondingly decelerated. Moreover, increasing concern over the museum’s fundamental
viability further frustrated fundraising initiatives, leaving the DIA with an endowment that is a mere fraction
of any other major U.S. art museum—none of which are municipally owned and all of which are
consequently immune from the vicissitudes of public funding.

A Dubious DIA Funding Solution

Although for many decades regionalizing financial support for the DIA was a seemingly obvious
temporary answer to the DIA’s funding woes, profound negative sentiment against any form of
subsidization for the City precluded suburban or out-of-state financial support until the museum was
perceived to be under existential threat. Finally, in 2012, as it became clear that Detroit was headed for a
financial restructuring and the DIA collection was likely going to be subject to a de-accessioning, the three
counties comprising metro Detroit passed a funding initiative to provide the DIA with approximately $25
million dollars of annual operating assistance. Although this funding provides critical DIA budgetary
support, it fails to address the fundamental structural problems that have led to the DIA’s current troubles.
Under the new funding arrangement, the DIA will continue to be reliant on a politically driven source of
regional funding to operate a major art institute in a landscape where a deeply fractured and hostile
political dynamic has persisted for decades—a fractured and hostile political dynamic that was, in many
ways, the root cause of the City’s insolvency.
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THE HOULIHAN LOKEY PROCESS

Widespread Creditor Support

Because a significant DIA de-accessioning is supported by a broad cross section of Detroit’s
creditors, it offers the City the most expeditious and cost effective route for the City to emerge from
bankruptcy. Although a vocal political minority has cast a DIA de-accessioning as contrary to the interests
of Detroit, the reality is that Chapter 9 requires the City to demonstrate that it has satisfied the “best
interest” requirements as codified in Chapter 9 of the U.S. Bankruptcy Code and hasn’t hidden or otherwise
obscured the value of its assets.

Avoidance of Litigation Costs — Alignment of City & Creditor Interests

Moreover, by monetizing a legacy City asset with no direct linkage to the City’s financial recovery
and a tenuous cultural relevance to Detroit’s current citizens, the City has a tremendous opportunity to
avoid further depletion of City operating funds on costly DIA-related litigation with its creditors. From the
outset of the City’s bankruptcy, it has taken an oppositional stance toward creditors that has already
caused a massive escalation of bankruptcy-related professional expenses that is detrimental to the City
and its creditors alike. A responsible exploration of DIA-related strategic alternatives holds the promise of
eliminating or significantly mitigating the City’s Plan of Adjustment-related litigation expenses, an objective
behind which the City and its creditors’ interests are aligned.

Accelerating Urban Renewal

Lastly, a significant DIA de-accessioning will unlock otherwise stranded asset value in a municipally
owned institution that Jeffrey Abt, one of the museum’s foremost historian’s and authorities argues has
grown so dependent on public funding, so culturally irrelevant and “...so large that its environment can no
longer sustain it”. Instead of continuing to burden Detroiters, a DIA de-accessioning offers the potential for
asset value realization that the City might use to consensually satisfy creditor claims while liberating
additional sources of capital to catalyze the City’s reinvestment initiatives—including investments in a
reconstituted DIA or such other arts institutions the City’s leadership deems more relevant to the City’'s
rehabilitation.

**Disclaimer - Questions have been raised about whether the City has clear title to the art, including an
unsubstantiated opinion offered by the AG that concludes that the art is held in public trust. Neither
Houlihan Lokey nor FGIC makes any representation or warranty as to whether the City owns all of the
artwork housed in the DIA. Neither Houlihan Lokey nor FGIC owns the artwork described herein or has the
authority to sell or offer to sell it. Houlihan Lokey is merely facilitating the development of indications of
interest for the purpose of ultimately proposing a transaction to the City that generates more value than
the current deal contemplated in their Plan. Ultimately, the City has the authority to decide whether or not
to accept any such transaction.

NEXT STEPS

Indication of Interest Instructions

To the extent interested in the DIA de-accessioning opportunity, interested parties are instructed to
review materials contained in this catalogue and offer an indication of interest for the specific DIA
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collection assets identified. To assist interested parties, the catalogue provides a summary of 327
masterworks that were not valued by Christie’s and are assumed to comprise a significant portion of the
DIA’s total collection value.

Interested parties are instructed to provide a submission of acquisition interest (an “Indication of
Interest”) on or before 5:00 pm Eastern Daylight Time on Friday, April 4, 2014. Indications of Interest
should contain the fewest possible number of limiting conditions. Interested parties should submit
Indications of Interest for both the Christie’s appraised assets (the “Christie’s Assets”) and the additional
catalogue of masterworks (the “Masterworks List”) presented herein. The Masterworks List is a collection
of assets identified from public research conducted by Houlihan Lokey that are assumed to comprise a
significant portion of the overall DIA collection value.

While it is possible that certain catalogue assets identified herein as having been acquired as a
“Gift” or under a “Bequest” may, upon inspection of the related Gift or Bequest documentation, be
determined to be subject to an encumbrance and not available for sale, interested parties are nonetheless
instructed to offer an Indication of Interest for all the collection assets identified.

To the extent any collection assets are determined not to be for sale, it is hereby understood that
interested parties will have the right to correspondingly reduce the amount of total consideration being
offered and there is no expectation that interested parties will be held to an Indication of Interest for
artwork on which they will not be permitted to take ownership title. To facilitate prompt resolution of any
related reduction in total Indication on Interest consideration, interested parties are encouraged to submit
Indications of Interest that value each object that they wish to acquire. While Indications of Interest for the
entire art collection being offered herein that do not provide for such a disaggregation of the total
consideration on an item-by-item basis may still be considered, a failure to disaggregate the total
Indication of Interest value will be a factor in determining which Indication of Interest the creditors will
present to the court.

Additional specific Indication of Interest instructions include:

1. Consideration: All Indications of Interests must include a cash price (in U.S. dollars) for 100% of
the Christie’s Assets and the Masterworks List assets.

2. Financing: The purchaser's obligation to consummate the transaction should not be contingent
upon obtaining financing.

If your proposal includes financing, please clearly explain how you will finance the transaction.
If financing is provided by external sources, your Indication of Interest should identify the
financing sources and should not be subject to conditions more extensive than those otherwise
identified in your Indication of Interest. Any equity commitment letters should be provided by
an entity with sufficient capital commitments to cover the equity commitment. Please specify
the names and financial resources of any equity financing sources that will be involved on your
behalf, so that Houlihan Lokey can verify financing capability.

3. Additional Diligence: We encourage direct dialogue with Houlihan Lokey to provide you with a
deeper understanding of the DIA, its collection, the context of the transaction and unique future
opportunities.

4. Description: The Indication of Interest should include a description of the acquiring entity,
including its participants and affiliates.
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5. Contacts: Please name your primary transaction contact and the contact’s telephone number,
mobile phone humber and email address. Also, please provide a list of the names of other
members of your acquisition team, including any outside advisors you have engaged or plan to
engage to assist in this transaction.

Interested Party Protections

It is contemplated that the creditors will provide various Indication of Interest protections for the
winning party consistent with customary and accepted bankruptcy court asset sale procedures; however,
such protections cannot be guaranteed. In conjunction with counsel, we are currently considering a motion
for the assumption of the winning Indication of Interest that may contain, among other interested party
protections, a break-up fee provision and various competitive Indication of Interest procedures that could
apply in the event the existing DIA Transaction is improved, or the Indication of Interest is otherwise subject
to a competing or topping Indication of Interest. Any Indication of Interest protections and related
documentation will be provided to interested parties sufficiently in advance of the April 4th Indication of
Interest submission deadline to permit any necessary negotiation and/or refinement with the intent that
such modifications can be concluded on or before the Indication of Interest deadline.

Final Indication of Interest Recommendations and Instructions

Interested parties are free (and are encouraged) to retain any relevant appraisal expertise they
deem necessary and sufficient to support their Indication of Interest. While dissemination of these
materials to any third party professionals interested parties deem necessary to support and advance an
Indication of Interest is both permitted and encouraged, we request that interested partied identity such
third party professionals to a member of the Houlihan Lokey deal team in advance of distributing these
materials.

Additionally, any other relevant questions or requests for assistance should be directed to Houlihan
Lokey so that we can assist interested parties in a timely manner.

Sincerely,

Stephen J. Spencer
Managing Director
(612) 338-2910

SSpencer@HL.com
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Investment Highlights

Historic Acquisition Opportunity

Never before has a de-accessioning involving such a large volume of major artwork potentially been
made available to investors. Both the scope and quality of the DIA artwork being offered is unique in the
history of the international museum community and unprecedented in the broader international art
market. The DIA acquisition opportunity offers interested parties the potential to execute a historic
transaction enabling them to instantly acquire definitive collections of artifacts in a range of historically
significant art genres and mediums.

World Renowned Artists

The DIA collection is populated with major works by many of the most important artists of the 18th,
19th and 20th centuries. These works range from singularly transcendent pieces from artists like Bruegel
and Bernini to significant collections from globally recognizable and important artists such as Rembrandt,
Cezanne, Degas and Picasso. The artists in the DIA collection are among the most instantly recognizable
and important talents in the history of the Western art canon. The DIA collection also features significant
works from the worlds of Eastern, Middle Eastern and African art.

Extraordinary Scarcity Value

The major assets in the DIA collection are almost all part of important bodies of work from now
deceased artists. The absence of any dilution threat from new contributions to the collections of these
artists is one element driving the scarcity value of the objects in the DIA collection. Additionally, the DIA
masterworks are all desirable as additions to the permanent collections of other globally prominent
museums or art collectors. The conditions that have created the need for the DIA to explore monetization
opportunities for these assets are highly unlikely to be experienced by another acquirer. As such, it is
conceivable that once the DIA assets are sold, a comparable collection of assets may never again be
available for acquisition.

Muted Competitive Tension

The potential for a major DIA de-accessioning has elicited critical commentary from a vocal
contingent of the international museum community. The Association of Art Museum Directors (the
“AAMD”) precludes members from de-accessioning or even pledging artwork for the benefit of museum
creditors. The policy has been met with occasional criticism from AAMD members but is adhered to
almost universally. Although violation of the AAMD policy should only negatively impact the DIA, there is
fear among various museums and museum authorities, with whom we have been in contact, that even
offering an indication of interest for DIA assets would be detrimental for any museum that did so. A
counter-narrative has begun to emerge criticizing the AAMD for enforcement of a policy contrary to the
interests of Detroit and its creditors. In the case of the City’s pensioners, the argument is quite literally a
prioritization of art over food. Furthermore, punitive impairment of the City’s financial creditors
(bondholders) in favor of art sets a negative capital markets precedent that will increase borrowing costs
for Detroit and other municipalities across the nation. Such radical empowerment of the AAMD, an entity
that isn't even a party to the City’s bankruptcy proceeding, is increasingly being questioned as
inappropriate. Still, adherence to AAMD policies is important to the extent that it may chill or completely
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cut off expressions of interest from other museums which might otherwise be a major source of
competitive valuation tension inuring to the benefit of the City and its creditors.

Potential Bulk Purchase Discount

The unprecedented volume of museum quality artwork being offered presents an opportunity for
buyers to capture a potentially significant bulk purchase discount for those interested parties not wishing
to buy and hold. The DIA collection has numerous works that are on par with or even more significant than
items that have recently set valuation records in the art auction or private sale spheres. As highlighted
below, the highest art auction valuations have exceeded $100 million and the highest value private sale
was in excess of $250 million. Notably the DIA collection contains multiple works of many of the artists
from the list below.

Recent Sale Prices for Comparable Masterworks (2010 - 2013)

Painting Artist Date Sold Seller Buyer Amount ($mm)
Silver Car Crash (Double Disaster) Andy Warhol November 2013 NA NA $105.4
Three Studies of Lucian Freud Francis Bacon November 2013 NA Elaine Wynn 142.4
Anna's Light Barnett Newman October 2013 DIC Corp. NA 105.7
Le Réve Pablo Picasso March 2013 Steve Wynn Steven Cohen 155.0
No 1 (Royal Red and Blue) Mark Rothko November 2012 John and Anne Marion NA 75.1
Orange, Red, Yellow Mark Rothko May 2012 Estate of David Pincus NA 86.9
The Scream Edvard Munch May 2012 Petter Olsen Leon Black 119.9
Diana and Callisto Titian March 2012 Duke of Sutherland National Gallery, London 717
1949-A-No. 1 Clyfford Still November 2011 City and County of Denver NA 61.7
Darmstadt Madonna Hans Holbein July 2011 Donatus, Prince of Hesse Reinhold Wirth 75.0
Zhichuan Resettlement Wang Meng June 2011 NA NA 62.1
The Card Players Paul Cézanne April 2011 George Embiricos State of Qatar 259.0
Men in Her Life Andy Warhol November 2010 Jose Mugrabi NA 63.4
Nude Sitting on a Divan Amedeo Modigliani  November 2010 Halit Cingillioglu NA 69.0
Nude, Green Leaves and Bust Pablo Picasso May 2010 Estate of Frances Lasker Brody NA 106.5
Flag Jasper Johns March 2010 Jean-Christophe Castelli Steven Cohen 110.0
Source: Publicly available information

While the absolute value maximizing approach for the DIA collection may be to develop a
comprehensive strategy to monetize individual paintings or portions of the DIA collection in auctions or
private sales over a time horizon to be determined, this approach may be difficult for the City or the
creditors to execute in bankruptcy. The exigencies of Detroit’'s bankruptcy, including the City’s expressed
desire to exit Chapter 9 before the lapse of the Emergency Manager’'s term, work against developing an
execution strategy to be carried out over a longer time horizon. Consequently there is an opportunity for a
savvy investor to capture a potentially meaningful bulk sale discount on an exceptional collection of art
that can be monetized in a more strategic fashion post acquisition.

Developing Asset Class with Strong Appreciation Potential

In recent years art has moved far closer to mainstream status for a segment of the investing
world. In an age of hyper-monetarism, art has proven to have solid inflation hedge characteristics
stemming from the finite scarcity value inherent in the extant portfolios of the world’s leading
artists. Additionally, art as an asset class has shown attractive intermediate- and longer-term return
profiles bolstered by the rapidly increasing presence of personal wealth in developing nations and an
expanding global interest in fine art as evidenced by the birth of new world class art museums in Seoul,
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Doha and Abu Dhabi. According to Skate’s Art Market Research, the threshold price for the top 5,000 art
sales (one measure of market appreciation) has increased at a 13.2% compounded annual growth rate
since 2011, and overall market liquidity, as measured by the dollar volume of the top 5,000 sales, has
made impressive gains.

Skate's Top 5000 Three-Year Market Appreciation Profile

2013 1H 2013 2012 1H 2012 2011 1H 2011

Total Value ($mm) $36,485 $34,850 $33,304 $32,164 $30,528 $29,464
Percentage of trades being repeat sales 14.8% 14.7% 13.9% 13.6% 12.5% 12.8%
Percentage of volume being repeat sales 16.1% 16.3% 15.2% 14.8% 14.1% 14.0%
Number of artists with more than one trade 360 356 359 361 361 365
Number of artists with five or more trades 164 162 169 167 174 175
Threshold Price ($mm) $2.61 $2.49 $2.35 $2.26 $2.14 $2.04
Source: Skate's Art Market Research Annual Art Investment Report

Indication of Interest Financing

Based on the expected preliminary valuation ranges of the priceless masterworks contained in the
DIA collection, we believe there are a host of available funding sources for appropriately leveraged
purchase strategies. While leveraged Indications of Interests will be accepted, the probability of close
(including ability to meet all financing conditions to satisfy closing) will be a vital factor in determining
which Indication of Interest is ultimately selected. Given the growing stability and general attractiveness of
art as an asset class, we believe asset based funding for a large art purchase has expanded beyond a
niche category of experienced art underwriters and guarantors to encompass a broader range of
alternative asset managers and investors.

Stalking Horse Indication of Interest Protections

As previously indicated, it is contemplated that creditors will work to provide various Indication of
Interest protections for the winning party consistent with customary and accepted bankruptcy court asset
sale procedures; however, such protections cannot be guaranteed.

(1) Skate’s Top 5000 measures the 5,000 most valuable artworks sold at public auctions worldwide since 1985
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Collection Summary

In addition to the 2,700 piece Christie’s Assets collection, interested parties are hereby being offered the
opportunity to provide an Indication of Interest towards and purchase an additional 327 masterworks from
the DIA’s 66,000 piece permanent collection. The following pages provide a summary detail of the
masterworks being offered to assist interested parties in their evaluation of the Masterworks List.
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Collection Summary

Composition of DIA Masterworks List by Major Category

Ancient Western
Antiquities
1%

Asian &
Islamic
6%

African, Oceanic &

Indigenous American American
% 19%

African American
%

Modern &
Contemporary
9%

European
41%

European Sculpture &
Decorative Arts
10%

H American European

W European Sculpture & Decorative Arts B Modern & Contemporary

H African American m African, Oceanic & Indigenous American
Ancient Western Antiquities Asian & Islamic

Composition of DIA Masterworks List by Major Category

Category Number of Works

American 61
European 133
European Sculpture & Decorative Arts 34
Modern & Contemporary 30
African American 22
African, Oceanic & Indigenous American 23
Ancient Western Antiquities 4
Asian & Islamic 20
Total 327

@ HOULIHAN LOKEY 14

13-53846-swr Doc 3925 Filed 04/09/14 Entered 04/09/14 13:21:20 Page 76 of 321



Confidential Catalogue of Information Concerning Artwork Housed at the DIA | March 2014

Collection Summary

Composition of DIA Masterworks List by Acquisition Credit

Museum Purchase Other

Bequest
14%

m Gift

Founders Society Purchase
B Bequest
B Museum Purchase

Founders Society H Other

Purchase
38%

Composition of DIA Masterworks List by Acquisition Credit

Credit Number of Works

Gift 143
Founders Society Purchase 124
Bequest a7
Museum Purchase 11
Other 2
Total 327
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Collection Summary

Composition of DIA Masterworks List by Artist

Notable Artists in DIA Masterworks List

Artist Number of Works
Edgar Degas 14
Pablo Picasso

Paul Cézanne

Henri Matisse

Auguste Rodin

James Abbott McNeill Whistler
Pierre Auguste Renoir

Peter Paul Rubens

Jean Baptiste Carpeaux

Diego Rivera

Jacob van Ruisdael

Claes Oldenburg

Robert S. Duncanson

George Caleb Bingham
Vincent Van Gogh

Mary Cassatt

John Singer Sargent

Giovanni Lorenzo Bernini
Frederic Edwin Church

Paul Gauguin

Titian

Mark Rothko

Andy Warhol

Francis Bacon

Barnett Newman

P P PP EPNMNNMNMNOOOOWOWEESEPESEPDDOOOOOOO O NNSNO

Joan Mitchell
All Other® 219
Total 327

(1) Among the “other” artists, the DIA Masterworks List contains 60 sketches by Rembrandt. Although these works are historically significant,
they may not rise to the level of works of some of the other artists specifically identified. So as not to mislead potential interested parties, we
have not separately identified Rembrandt as having 60 works
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A Day in June

George Wesley Bellows

Date 1913

Date Acquired 1917

Department American Art before 1950

Medium Oil on canvas

Dimensions 361/2x48in.(92.7 x 121.9 cm) Framed: 43 3/4 x 56 1/16 x 3 3/8 in.
Credit Detroit Museum of Art Purchase, Lizzie Merrill Palmer Fund

http://www.dia.org/user_area/comping/17.17-S1.jpg

A Stag at Sharkey’s

George Wesley Bellows

Date 1917

Date Acquired 1959

Department Prints, Drawings & Photographs

Medium Lithograph printed in black ink on wove paper

Dimensions Image: 18 5/8 x 23 7/8 in. (47.2 x 60.6 cm) Sheet: 22 x 27 3/8 in. (55.8 x 69.5 cm)
Credit Gift of Mrs. H. G. Salsinger in memory of her husband

http://www.dia.org/user_area/comping/59.185-D1.jpg

John Quincy Adams

George Caleb Bingham

Date 1850

Date Acquired 1953

Department American Art before 1950

Medium Oil on wood panel

Dimensions 10x7 7/8in. (25.4 x 20.0 cm) Framed: 15x131/8x3 1/2 in.
Credit Gift of Mrs. Walter O. Briggs

http://www.dia.org/user_area/comping/53.153.jpg

The Checker Players

George Caleb Bingham

Date 1850

Date Acquired 1952

Department American Art before 1950

Medium Oil on canvas

Dimensions 25x30in. (63.5x 76.2 cm) Framed: 30 1/2x359/16 x2 3/4 in.
Credit Gift of Dexter M. Ferry, Jr.

http://www.dia.org/user_area/comping/52.27-S1.jpg
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The Trappers’ Return
George Caleb Bingham

Date 1851

Date Acquired 1950

Department American Art before 1950

Medium Oil on canvas

Dimensions 261/4x361/4in.(66.7 x 92.1 cm) Framed: 311/4x411/16 x2 3/4 in.
Credit Gift of Dexter M. Ferry, Jr.

http://www.dia.org/user_area/comping/50.138.jpg

Chest on Chest
Nathan Bowen

Date 1774

Date Acquired 1948

Department American Art before 1950

Medium Mahogany, white pine and brass

Dimensions 901/2x451/2x231/2in.(229.9 x 115.6 x 59.7 cm)
Credit Founders Society Purchase, Gibbs-Williams Fund

http://www.dia.org/user_area/comping/48.274-S1.jpg

Filatrice

Henry Kirke Brown

Date 1850

Date Acquired 1989

Department American Art before 1950

Medium Bronze

Dimensions 20x12x 7 in. (50.8 x30.5x 17.8 cm)

Credit Founders Society Purchase, Eleanor and Edsel Ford Exhibition and Acquisition Fund

http://www.dia.org/user_area/comping/1989.76.A.jpg

Alexander J. Cassatt

Mary Cassatt

Date 1880

Date Acquired 1986

Department American Art before 1950

Medium Oil on canvas

Dimensions 253/4x36 3/8in.(65.4 x 92.4 cm) Framed: 351/8x453/4x2 1/4 in.
Credit Founders Society Purchase, Robert H. Tannahill Foundation Fund

http://www.dia.org/user_area/comping/1986.60-S2.jpg
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In the Garden

Mary Cassatt

Date 1903/1904

Date Acquired 1922

Department American Art before 1950

Medium Oil on canvas

Dimensions 26 3/4x321/2in. (68 x 82.6 cm) Framed: 35 3/4 x 41 7/8 x 3 in. (90.8 x 106.7 x
7.6 cm)

Credit Gift of Dr. Ernest G. Stillman

http://www.dia.org/user_area/comping/22.6-S1.jpg

Women Admiring a Child

Mary Cassatt

Date 1897

Date Acquired 1908

Department American Art before 1950

Medium Pastel

Dimensions 26 x32in. (66.0 x 81.3 cm) Framed: 317/8x381/4x21/4 in.
Credit Gift of Edward Chandler Walker

http://www.dia.org/user_area/comping/08.8-S1.jpg

Drive Wheels
Charles Sheeler

Date 1939

Date Acquired 1983

Department NA

Medium Photography

Dimensions NA

Credit Founders Society Purchase, John S. Newberry Fund and J. Lawrence Buell, Jr. Fund
http://www.dia.org/exhibitions/sheeler/images/wheels_lg.gif

Cotopaxi

Frederic Edwin Church

Date 1862

Date Acquired 1976

Department American Art before 1950

Medium Oil on canvas

Dimensions 48 x 85in. (121.9 x 215.9 cm) Framed: 66 5/8 x 103 x 6 1/4 in.

Credit Founders Society Purchase, Robert H. Tannahill Foundation Fund, Gibbs-Williams

Fund, Dexter M. Ferry Jr. Fund, Merrill Fund, Beatrice W. Rogers Fund, and Richard A.
Manoogian Fund
http://www.dia.org/user_area/comping/76.89.jpg
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Syria by the Sea

Frederic Edwin Church

Date 1873

Date Acquired 1910

Department American Art before 1950

Medium Oil on canvas

Dimensions 56 x 85in. (142.2 x 215.9 cm) Framed: 80 x 108 x 5 1/2 in.
Credit Gift of Mrs. James F. Joy

http://www.dia.org/user_area/comping/10.11-S1.jpg

Colonel George Lewis

John Singleton Copley

Date 1794

Date Acquired 1970

Department American Art before 1950

Medium Oil on canvas

Dimensions 30 1/8 x 25 in. (76.5 x 63.5 cm) Framed: 37 9/16 x 32 9/16 x 2 3/4 in. (95.41 x
82.71x6.99 cm)

Credit Founders Society Purchase with funds from Mr. and Mrs. Richard A. Manoogian

http://www.dia.org/user_area/comping/70.560.A-S1.jpg

Colonel John Montresor
John Singleton Copley

Date 1771

Date Acquired 1941

Department American Art before 1950

Medium Oil on canvas

Dimensions 30x25in. (76.2 x 63.5 cm) Framed: 38 x 33 x3 1/2 in.
Credit Founders Society Purchase, Gibbs-Williams Fund

http://www.dia.org/user_area/comping/41.37-S1.jpg

Elizabeth Pitts

John Singleton Copley

Date 1764

Date Acquired 1958

Department American Art before 1950

Medium Pastel on paper, mounted on wood panel

Dimensions 233/4x17 7/8in. (60.3 x 45.4 cm) Framed: 30 1/2x24 1/4 x 3 in.
Credit Founders Society Purchase, Gibbs-Williams Fund

http://www.dia.org/user_area/comping/58.359.jpg
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George Boone Roupell
John Singleton Copley

Date 1779/1780

Date Acquired 1983

Department American Art before 1950

Medium Oil on canvas

Dimensions 84 1/16 x 54 in. (213 x 137 cm) Framed: 96 x 66 1/2 x5 7/8 in. (243.84 x 168.91 x
14.92 cm)

Credit Founders Society Purchase, Robert H. Tannahill Foundation Fund

http://www.dia.org/user_area/comping/1983.23-S1.jpg

Hannah Loring
John Singleton Copley

Date 1763

Date Acquired 1970

Department American Art before 1950

Medium Oil on canvas

Dimensions 493/4x391/4in.(126.4 x 99.7 cm) Framed: 58 1/4 x 49 1/4 x 4 in.
Credit Gift of Mrs. Edsel B. Ford in memory of Robert H. Tannahill

http://www.dia.org/user_area/comping/70.900.jpg

Head of a Negro

John Singleton Copley

Date 1777/1778

Date Acquired 1952

Department American Art before 1950

Medium Oil on canvas

Dimensions 21 x 16 1/4 in. (53.3 x 41.3 cm) Framed: 27 3/4x 23 3/4x2 1/2 in. (70.5 x 60.3 x
6.4 cm)

Credit Founders Society Purchase, Gibbs-Williams Fund

http://www.dia.org/user_area/comping/52.118-S1.jpg

John Gray

John Singleton Copley

Date 1766

Date Acquired 1943

Department American Art before 1950

Medium Oil on canvas

Dimensions 493/8x391/4in. (125.6 x 99.9 cm) Framed: 56 3/8 x 46 3/8 x3 1/4 in.
Credit Founders Society Purchase, Gibbs-Williams Fund

http://www.dia.org/user_area/comping/43.30-S1.jpg
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Jonathan Mountfort
John Singleton Copley

Date 1753

Date Acquired 1958

Department American Art before 1950

Medium Oil on canvas

Dimensions 291/4x241/2in. (74.3 x 62.2 cm) Framed: 37 1/2x 32 5/8 x 2 5/16 in. (95.25 x
82.87 x 5.87 cm)

Credit Founders Society Purchase, Gibbs-Williams Fund

http://www.dia.org/user_area/comping/58.360-S1.jpg

Mrs. Benjamin Hallowell
John Singleton Copley

Date 1766/1767

Date Acquired 1971

Department American Art before 1950

Medium Oil on canvas

Dimensions 47 x 37 1/2in. (119.4 x 95.3 cm) Framed: 57 5/8 x 48 x 3 in.

Credit Founders Society Purchase, Gibbs-Williams Fund, Dexter M. Ferry Jr. Fund, Robert H.

Tannahill Foundation Fund and Beatrice W. Rogers Fund
http://www.dia.org/user_area/comping/71.168.jpg

Mrs. Clark Gayton
John Singleton Copley

Date 1779

Date Acquired 1927

Department American Art before 1950

Medium Oil on canvas

Dimensions 50 x40in. (127 x 101.6 cm) Framed: 58 5/8 x 48 3/4 x 3 7/8 in.
Credit Gift of Mr. D. J. Healy

http://www.dia.org/user_area/comping/27.556-S1.jpg

Watson and the Shark

John Singleton Copley

Date 1782

Date Acquired 1946

Department American Art before 1950

Medium Oil on canvas

Dimensions 36x301/2in.(91.4x 77.5 cm) Framed: 453/16x39x2 1/2in.
Credit Founders Society Purchase, Dexter M. Ferry, Jr. Fund

http://www.dia.org/user_area/comping/46.310-D1.jpg
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Still Life With Apples and Bananas
Charles Demuth

Date 1925

Date Acquired NA

Department American Art before 1950

Medium Watercolor and graphite pencil on wove paper
Dimensions 58.4 x 74.3 cm

Credit Bequest of Robert H. Tannahill

http://images.cdn.bridgemanart.com/api/1.0/image/600wm.DTR.2753410.7055475/140393.jpg

Three Female Nudes
Thomas Eakins

Date 1883

Date Acquired NA

Department NA

Medium Black and white photograph

Dimensions NA

Credit Founders Society Purchase, Robert H. Tannahill Foundation Fund

http://images.cdn.bridgemanart.com/api/1.0/image/600wm.DTR.4184420.7055475/241635.jpg

Tall Case Clock

Thomas Harland

Date 1775/1788

Date Acquired 1959

Department American Art before 1950

Medium Mahogany, pine, ivory, glass and brass

Dimensions 87.0x20.75x11.0in.(221.0 x 52.7 x 27.9 cm)

Credit Gift of Mrs. Alger Shelden, Mrs. Susan Kjellberg, Mrs. Lyman White, Alexander Muir

Duffield and Mrs. Oliver Pendar in memory of Helen Pitts Parker
http://www.dia.org/user_area/comping/59.149.jpg

Log Jam, Penobscot Bay
Marsden Hartley

Date 1940-1941

Date Acquired 1944

Department American Art before 1950

Medium Oil on masonite

Dimensions Masonite panel: 30 x 40 7/8 in. (76.4 x 104.0 cm) Framed: 37 3/4x 47 3/4x2 1/4
in. (95.89 x 121.29 x 5.72 cm)

Credit Gift of Robert H. Tannahill

http://www.dia.org/user_area/comping/44.5-S1.jpg
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At the Front

George Cochran Lambdin

Date 1866

Date Acquired 1959

Department American Art before 1950

Medium Oil on canvas

Dimensions 18 1/4 x 24 in. (46.4 x 61.0 cm) Framed: 28 1/2x34 5/8 x 3 7/8 in.
Credit Founders Society Purchase, Director's Discretionary Fund

http://www.dia.org/user_area/comping/59.314-S1.jpg

Roses on a Wall
George Cochran Lambdin

Date 1877

Date Acquired 2001

Department American Art before 1950

Medium Oil on canvas

Dimensions 203/8x161/8x1in.(51.8x41.0x2.5cm) Framed: 32x28 1/2x 13 3/4in. (81.3
X 72.4 x 34.9)

Credit Founders Society Purchase, Beatrice W. Rogers Fund

http://www.dia.org/user_area/comping/2001.70-D1.jpg

The Piper

Hughie Lee-Smith

Date 1953

Date Acquired NA

Department American Art before 1950

Medium Oil on board

Dimensions 55.9 x 89.5 cm

Credit Gift of Mr. & Mrs. Stanley J. Winkelman

http://images.cdn.bridgemanart.com/api/1.0/image/600wm.DTR.8453410.7055475/140369.jpg

James Peale

Charles Willson Peale

Date 1822

Date Acquired 1950

Department American Art before 1950

Medium Oil on canvas

Dimensions 24 1/2x36in.(62.2x91.4 cm) Framed: 351/8x43 7/8 x4 in
Credit Founders Society Purchase with funds from Dexter M. Ferry, Jr.

http://www.dia.org/user_area/comping/50.58-D1.jpg
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Self Portrait

Rembrandt Peale

Date 1828

Date Acquired 1945

Department American Art before 1950

Medium Oil on canvas

Dimensions 19x14 1/2in. (48.3 x 36.8 cm) Framed: 25 5/16 x 20 9/16 x 3 1/2 in.
Credit Founders Society Purchase, Dexter M. Ferry, Jr. Fund

http://www.dia.org/user_area/comping/45.469-S1.jpg

Pair of Lyre Back Chairs
Duncan Phyfe

Date 1810/1815

Date Acquired 2005

Department American Art before 1950

Medium Mahogany

Dimensions 327/8x185/8x211/2in.(83.5x47.3 x55cm)
Credit Museum Purchase, Gibbs-Williams Fund

http://www.dia.org/user_area/comping/2005.1.1-D1.jpg

Creamer

Paul Revere Il

Date 1780

Date Acquired 1935

Department American Art before 1950

Medium Silver

Dimensions 69/16x27/16 x4 11/16 in. (16.66 x 6.20 x 11.91 cm)
Credit Founders Society Purchase, Gibbs-Williams Fund

http://www.dia.org/user_area/comping/35.41-d1.jpg

Sugar Basket

Paul Revere Il

Date 1780

Date Acquired 1935

Department American Art before 1950

Medium Silver

Dimensions 73/4x63/4x413/16in.(19.70 x 17.15x 12.22 cm)
Credit Founders Society Purchase, Gibbs-Williams Fund

http://www.dia.org/user_area/comping/35.40-d1.jpg
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Teapot

Paul Revere Il

Date 1790/1795

Date Acquired NA

Department American Art before 1950
Medium Silver and ebony
Dimensions NA

Credit NA

http://www.theartnewspaper.com/imgart/detroit-revere-teapot.jpg

Edsel B. Ford
Diego M. Rivera

Date 1932

Date Acquired 1977

Department American Art before 1950

Medium Oil on canvas, mounted in masonite

Dimensions 381/2x491/4in.(97.8 x 125.1 cm) Framed: 39 1/2x49 7/8 in.
Credit Bequest of Eleanor Clay Ford

http://www.dia.org/user_area/comping/77.5.jpg

Robert H. Tannahill
Diego M. Rivera

Date 1932

Date Acquired 1970

Department American Art before 1950

Medium Oil on canvas

Dimensions 34 3/4 x 27 1/2 in. (88.3 x 69.8 cm) Framed: 36 1/2 x 29 3/8 x 1 7/8 in. (92.7 x
74.6 x 5 cm)

Credit Bequest of Robert H. Tannahill

http://www.dia.org/user_area/comping/70.187.jpg

Robert Tannahill

Diego M. Rivera

Date 1932

Date Acquired 1970

Department American Art before 1950

Medium Oil on canvas

Dimensions Canvas: 34 7/8 x 27 1/2 in. (88.6 x 69.8 cm) Framed: 39 7/16 x 31 15/16x2 1/16
in. (101.0x 79.5 x 5.2 cm)

Credit Bequest of Robert H. Tannahill

http://www.dia.org/user_area/comping/70.188.jpg
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The Meal

Diego M. Rivera

Date 20t Century

Date Acquired 1974

Department American Art before 1950

Medium Oil and graphite pencil on canvas
Dimensions 78 x63 1/8in. (198.1 x 160.3 cm)
Credit Collection of the Detroit Institute of Arts

http://www.dia.org/user_area/comping/F74.36-D1.jpg

Judith Gautier

John Singer Sargent

Date 1885

Date Acquired 1954

Department American Art before 1950

Medium Oil on canvas

Dimensions 39 x24 1/2 in. (99.1 x 62.2 cm) Framed: 46 1/4 x 32 5/16 x 3 5/8 in. (117.48 x
82.07 x9.21. cm)

Credit Gift of Mr. and Mrs. Ernest Kanzler

http://www.dia.org/user_area/comping/54.100-S1.jpg

Madame Paul Poirson

John Singer Sargent

Date 1885

Date Acquired 1973

Department American Art before 1950

Medium Oil on canvas

Dimensions 60 x 34 in. (152.4 x 86.4 cm) Framed: 78 x 52 x4 1/8 in.

Credit Founders Society Purchase with funds from Mr. and Mrs. Richard A. Manoogian, the

Beatrice Rogers Fund, Gibbs-Williams Fund and Ralph Harman Booth Bequest Fund
http://www.dia.org/user_area/comping/73.41.jpg

Mosquito Nets

John Singer Sargent

Date 1908

Date Acquired 1993

Department American Art before 1950

Medium Oil on canvas

Dimensions 221/2x281/4in.(57.2x71.8 cm) Framed: 36 1/4x 42 1/8 x2 5/8 in.

Credit Founders Society Purchase, Robert H. Tannahill Foundation Fund, General

Membership Fund, Gibbs-Williams Fund, Laura H. Murphy Fund, Dexter M. Ferry Jr.
Fund and funds from various other sources
http://www.dia.org/user_area/comping/1993.18.jpg
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Cabalistic Painting
Julian Schnabel

Date 1983

Date Acquired NA

Department NA

Medium Oil on velvet

Dimensions 108 x 84 in. (274.3 x 213.3 cm)

Credit Founders Society Purchase, W. Hawkins Ferry Fund

http://images.cdn.bridgemanart.com/api/1.0/image/600wm.DTR.2587110.7055475/114673.jpg

Connoisseurs of Prints

John Sloan

Date 1905

Date Acquired 1964

Department American Art before 1950

Medium Etching printed in black on wove paper

Dimensions Plate: 5x 7 in. (12.7 x 17.7 cm) Sheet: 93/4 x 11 7/8 in. (24.7 x 30.1 cm)
Credit Gift of Bernard F. Walker

http://www.dia.org/user_area/comping/64.285-d1.jpg

McSorley's Bar

John Sloan

Date 1912

Date Acquired 1924

Department American Art before 1950

Medium Oil on canvas

Dimensions 26 x32in. (66.0 x 81.3 cm) Framed: 32 7/8x 39 1/4 x 3 in.
Credit Founders Society Purchase, General Membership Fund

http://www.dia.org/user_area/comping/24.2-D2.jpg

Night Windows

John Sloan

Date 1910

Date Acquired 1964

Department American Art before 1950

Medium Etching printed in black on wove paper

Dimensions Plate: 53/8 x 7 in. (13.6 x 17.7 cm) Sheet: 9x 12 1/2 in. (22.8 x 31.7 cm)
Credit Gift of Bernard F. Walker

http://www.dia.org/user_area/comping/64.295.jpg
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Prone Nude

John Sloan

Date 1913

Date Acquired 1964

Department American Art before 1950

Medium Etching printed in black on wove paper

Dimensions Plate:31/4x6 1/2in. (8.2 x 16.5 cm) Sheet: 75/8 x 12 1/2 in. (19.3 x 31.7 cm)
Credit Gift of Bernard F. Walker

http://www.dia.org/user_area/comping/64.304.jpg

The Woman’s Page

John Sloan

Date 1905

Date Acquired 1964

Department American Art before 1950

Medium Etching printed in black ink on wove paper

Dimensions Plate: 5x6 7/8 in. (12.7 x 17.4 cm) Sheet: 9 1/2x 12 3/8 in. (24.